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Canada 

Decision day for 
national unity 

Page 10 



Brussels 

Plugging the 
information gap 
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Vaclav Havel 

Still a consensus 
builder 
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Opponents join 
forces in bid 
to oust Yeltsin 

Russia's nationalists and communists united 
under the name of the National Salvation Front 
to attempt to replace the government of President 
Boris Yeltsin. Tinder the crossed banners of the 
Soviet Union and the Tsarist government, 1,500 
delegates to a founding convention gave ovations 
to prominent opponents of the government who 
condemned the faD in Russian living standards. 
Page 14 

Challenge to Beijing: Hong Kong's financial 
markets will give their verdict today on the deterio- 
ration in relations between Britain and China 
over the colony’s political future. Governor Chris 
Patten challenged Beijing to produce constructive 
alternatives to proposals he made on October 
7 for the colony's development. Page 4 

European Monetary System: Tensions 
inside the European exchange rate mechanism 
have eased after foils in German money market 
rates and expectations that the Bundesbank will 
ease monetary policy before Christmas. However, 
the three bottom currencies in the grid - the 
Irish punt, Portuguese escudo and Spanish peseta 
- may still need to be devalued if the ERM is 
to survive. The French franc is now sufficiently 
strong to avoid devaluation. Currencies, Page 23 
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The chart shows the member currencies of the 
exchange rate mechanism measured against the 
weakest currency in the EMS's narrow Z25 per 
cent fluctuation band In practice, currencies in 
the narrow band cannot rise more than 2.25 per 
cent from the weakest currency in that part af 
the system. The Spanish peseta and Portuguese 
escudo operate with 6 per cent fluctuation bands. 

Slovakia dams Danube: Slovakia began 
damming the Danube to divert the river into ' * 

the controversial Gabclkovo hydroelectric barrage, 
sparking furious diplomatic protests from neigh- 
bouring Hungary, which says the move is a territo- 
rial violation. 

Battle for power In Tajikistan: Forces 
loyal to ousted president Rakhmon Nabiyev claimed 
power in Tajikistan after seizing parliament, 
but machinegun and mortar fire continued to 
shake the capital. Page 12 

KIO free to quit Spain: The Kuwait 
Investment Office has no obligation to support 
its troubled industrial holdings in Spain, according 
to a report by US Investment bank Salomon 
Brothers. Page 13; Grupo Torres makes a little 
history, Page 14 

Plea to Canadians: Canada's political leaders 
made a last-ditch plea for the electorate to endorse 
a package of constitutional reforms in a referendum 
today. Page 12; Unity frays at the edges. Page 
10 


EC and US 
attempt to 
resolve farm 
exports feud 


By David Gardner in Brussels 
and Nancy Dunne In Washington 

EUROPEAN COMMUNITY and 
US officials restarted detailed 
talks at the weekend to try to 
resolve the farm exports disputes 
which threaten a damaging trade 
war. 

Senior officials in Brussels said 
it was hoped that urgent contacts 
at the weekend would pare away 
EC-US differences sufficiently for 
Mr Ray MacSharry, EC agricul- 
ture commissioner, and Mr Ed 
Madigan, US agriculture secre- 
tary, to clinch a deal. 

The contacts followed the 
breakdown of talks last Wednes- 
day which put negotiations on 
world trade reforms under the 
Uruguay Round of the General 
Agreement on Tariffs and Trade 
(Gatt) on the verge of collapse. 

Mr Macsharry telephoned Mr 
Madigan at the weekend to try to 
set a date for resuming the talks 
at a political level A spokesman 
for Mr Madigan said a meeting 
between the two men was possi- 
ble this Wednesday. However, the 
meeting would only take place Jf 
agreed compromises remained 
intact and if the weekend talks 
between officials made progress. 

“They are not likely to meet if 
it is to renegotiate things previ- 
ously agreed to," he said. 

Mr MacSharry, meanwhile, 
continued to try to rally support - * 
in EC capitals and within the 
European Commission for his 
bargaining stance, which the 
French government and Mr Jac- 
ques Delora, Commission presi- 
dent, look set to challenge as 
going beyond Brussels’ negotia- 
ting mandate from the 12. 

When the EC’s agriculture min- 
isters meet in Luxembourg today, 
France is expected to make stren- 
uous efforts to rein back Mr Mac- 
Sharry, who will brief them on 
the state of the negotiations. 

French officials say the Social- 
ist government could fall if a 
Gatt trade deal placed formal 
restraints on valuable wheat 
exports. Some 60 MPs among gov- 


■ EC grain exports set to fall 
close to US demand Page 2 

■ Editorial comment Page 10 


eminent supporters are vulnera- 
ble to France’s powerful farm 
lobby, a senior French agricul- 
ture ministry officials says. 

Mr MacSharry insists he has 
stayed within the projections for 
form output and food exports in 
the radical reform of the Com- 
mon Agricultural Policy (CAP) 
the 12 agreed in May. 

“I have not at any time, and 
will not in the future, swerve 
from what has been agreed unan- 
imously in the context of the 
reform of the CAP,” Mr Mac- 
sharry said before the break- 
down in EC-US negotiations last 
week. 

The talks that resumed over 
the weekend were between the 
same top officials on both sides, 
Mr Gay Legras, head of the com- 
mission's agriculture directorate, 
and Mr Joe O'Mara from the US 
agriculture department. The 
talks were at first over the tele- 
phone and by fox, but the two 
men were expected to meet 
face-to-face in either Brussels or 
Paris. 

They must try to narrow differ- 
ences on the level of EC oilseeds 
output, on subsidised EC cereals 
exports, and on cheap US cereal 
substitutes coming in, undercut- 
ting Europe's domestic market 
Pressure from the powerful US 
soya producers’ lobbies forced Mr 
Madigan to hold back from an 
all-but-done deal with Mr Mac- 
sharry on October 12, senior 
commission officials say. 

Since then, both French and 
German pressure to get concrete 
US undertakings to restrain cere- 
als substitutes exports has forced 
the commission to link this to EC 
commitments on cutting subsi- 
dised cereals exports. This 
so-called “re-halancing” demand 
was the main reason Mr O’Mara 
returned to Washington last 
Thursday. 



Watch my -wallet: George Bush attacks the spending policies of presidential election rival Bill Clinton in a speeeii in Montgomery, Alabama 


Clinton’s lead over Bush drops 
sharply, according to new polls 


By George Graham 
in Washington 

GOVERNOR Bill Clinton’s prev- 
iously commanding lead in the 
US presidential election has 
dropped sharply over the past 
week, according to polls released 
yesterday. 

A resurgence of support for Mr 
Ross Perot, the maverick inde- 
pendent candidate, is the main 
factor behind Mr Clinton’s 
decline, which has considerably 
narrowed the gap between the 
Arkansas Governor and Presi- 
dent George Bush, the two princi- 
pal candidates. 

Mr Perot’s impact on the con- 
test varied from poll to poll, but 
most showed Mr Clinton’s lead 
over Mr Bush dropping to single 
figures, the first time it has 
appeared so consistently narrow 
since before the Democratic party 
convention in July. 

On average, polling data 


showed Mr Clinton's support at 
around 41 per rent, with Mr Bush 
at around 32 per cent and Mr 
Perot at around 18 per cent A 
week ago, Mr Clinton led Mr 
Bush by an average of 18 points. 

. The spirits of. the Bush cam- 
paign were rekindled by one poll, 
conducted by CBS and the New 
York Times, which showed the 
president just 5 percentage points 
behind Mr Clinton. 

- Mr Perot has gained ground 
steadily since the three televised 
debates. This has caused mount- 
ing anxiety in the Clinton cam- 
paign, but Mr Mickey Kantor, 
campaign chairman, said yester- 
day he saw ‘’some kind of lid on 
Ross Perot’s vote", and MLr Rem 
Brown, chairman of the Demo- 
cratic National Committee, said 
the Clinton campaign was not 
worried by the latest polls. 

Mr Bush has appeared revital- 
ised since the last debate, in 
which he gave his most spirited 


definition so far of his differences 
with Mr Clinton. He flew yester- 
day to Michigan, South Dakota 
and Montana. 

Yet Mr Clinton-still bolds a 
commanding lead in state by 
state polls, a for more significant 
indicator of the outcome of the 
balloting because of the US elec- 
toral college system, in which 
almost all states allot their votes 
on a winner takes all system. 

State polls compiled last week 
by Hotline, a Washington news- 
letter, showed the Democrat 
ahead by more than the poll's 
margin of error in 24 states, 
including electoral college heavy- 
weights such as California, New 
York, Illinois and Pennsylvania. 
That would be enough to give 
him a comfortable victory. 

But Mr Robert Teeter, the Bush 
campaign chairman, said yester- 
day his polls showed the presi- 
dent ahead in 12 to 14 states. 

Mr Perot threw one of his cus- 


tomary hand grenades into 'the 
ring yesterday during an inter- 
view. in which he said he had 
suspended his campaign in July 
because of a Republican party 
“dirty tricks" plan to disrupt his 
daughter’s wedding and bug his 
Dallas office. A Bush campaign 
spokesman described the story as 
“total and complete nonsense”. 

It was unclear whether voters 
would view Mr Perot's allega- 
tions as ftirther evidence of the 
Republicans' willingness to over- 
step ethical boundaries in pursuit 
of President Bush's reelection, as 
they have admitted doing by 
investigating the passport files of 
Governor Clinton's mother, or 
simply of Mr Perot's paranoia. 

Yesterday Senator Robert Dole, 
the leader of the Republican 
minority in the Congress, said Mr 
Perot should at least be consid- 
ered for a position in the next 
administration if President Bush 
won re-election on November 3. 


Pears that IC1 may postpone split: The 

London stock market fears that poor trading 
could force Imperial Chemical Industries, Britain’s 
biggest manufacturer, to postpone plans to split 
itself into two groups. Page 14 

Flotations fall: Fewer companies are floating 
on the UK stock market, international management 
consultancy KPMG Peat Marwick reported. Only 
20 companies floated in the third quarter of 1992, 
m down from 28 in the same period last year. Page 13 

Daewoo chief may stand: Kira Woo-Choong, 
chairman of Daewoo, South Korea’s fourth largest 
business group, may contest December’s presiden- 
tial election. Page 4 

West German economy growing: Western 
Germany is not in recession and its economy 
will grow by 1.5 per cent this year, Bundesbank 
director Otmar Issing said. Page 2 

Chief executive quite: UK engineering group 
Lucas Industries, is to lose chief executive desig- 
nate Tony Edwards to rival TI Group. Edwards 
lost the support of his directors after a power 
struggle with chairman Sir Anthony Gill. Page 13 

Kurds wreck train: At least two people were 
tolled in sooth east Turkey when a passenger 
train plunged into a river after rebel Kurds blew 
up a bridge. 

Evacuation follows factory blasts: About 
800 people were evacuated from Fredrikstad in 
southern Norway after several explosions at a 
soya oil factory. 

GuerriHas blow up Israeli tank: Pro-Iranian 
Hizbollah guerrillas blew up an Israeli tank in 
south Lebanon, killing one soldier and wounding 
seven. 

Vanguard arrives: Britain’s first Trident 
submarine, Vanguard, arrived at Faslane on the 
Clyde to begin sea trials. Police boats kept anti- 
nuclear campaigners in a flotilla of infla tables 
and canoes at bay. 

Justinian, the Financial Times’ legal columnist 
for mare than 30 years, signs off with a reflection 
on the changes in legal journalism since he picked 
up the pen. Page 28 
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Major stakes government 
on Maastricht treaty vote 


By Alison Smith and Bethan 
Hutton in London 

REBELS in Britain's ruling 
Conservative party renewed their 
defiance over the Bill to ratify 
the Maastricht treaty yesterday 
despite an ultimatum from prime 
minister John Major that the 
future of the government itself 
was at stake. 

Leading rebels insisted that 
they would not be bullied or 
blackmailed into changing their 
stance, while others dismissed a 
reported threat by Mr Major to 
call a general election if the gov- 
ernment were defeated on the 
issue as a bluff. 

Mr Major was reported to have 
warned over the weekend that he 
would call an early election if he 
lost the debate next week to pave 
the way for the return of the 
Maastricht bill. 

Underlining the collective 
nature of the decision by the cab- 
inet to press ahead with moves to 
approve the European agreement 
he told BBC radio: “I am placing 
before the Commons a policy I 
believe to be in the interests of 
my country, that I believe is my 
responsibility. It is a responsibil- 
ity accepted by the cabinet,” 

The prime minister's message 
that he would hold the line 
against the rebels was reinforced 
in a series of interviews by cabi- 
net by senior ministers. 

Mr Michael Howard, environ- 


■ Skirmishes before foe battle 
of Maastricht 

■ Labour tactics Page 6 


raent secretary, and Mr Tony 
Newton, leader of the House of 
Commons, dismissed any sugges- 
tion that the government would 
not get the treaty through Parlia- 
ment. 

To add to the prime minister's 
difficulties there were signs that, 
if Mr major insists on treating 
the Maastricht debate as a matter 
of confidence, the opposition par- 
ties would vote against him in 
next week’s “paving debate" in 
the Commons. 

Both rebels and loyalists in the 
Conservative party see the move 
to turn the European issue into a 
test of the government's author- 
ity as a significant raising of the 
stakes in the party’s internal 
struggle. 

Some tactical confusion in min- 
isterial ranks was apparent, how- 
ever, as Mr Kenneth Clarke, the 
home secretary, warned the reb- 
eds that they could not simply 
reverse the damage that would 
be done by a government defeat 
on Europe, by turning out to sup- 
port Mr Major on a vote of confi- 
dence. 

“The government's authority, if 
it had got battered about like 
that, would be seriously weak- 
ened.” he said. 


The number of known rebels 
has risen above the 21 needed to 
wipe out the government's over- 
all majority of 21 over the opposi- 
tion parties in the House of Com- 
mons, and to win the vote Mr 
Major might be forced to rely on 
the support of the Liberal Demo- 
crats, or on Labour’s abstaining 
rather than voting against the 
government 

The government also feces a 
nervous week on the economy, as 
UK financial institutions await a 
speech by Mr Norman Lamont, 
the chancellor, on Thursday. The 
speech is seen as a crildal oppor- 
tunity for Mr Lamont to give 
more details on the government's 
new emphasis on growth and on 
its strategy now that sterling is 
outside the European exchange 
rate mechanism. 

Despite the prospect of more 
gloomy economic news from a 
Confederation of British Industry 
survey this week, Mr Major yes- 
terday held ont the possibility of 
further cuts in interest rates. 

“Every 1 per cent off interest 
rates is worth £lbn to industry. 
Every 1 per cent off interest rate 
means more money in the pock- 
ets of people with mortgages to 
spend in the high streets. So we 
do not want to imperil the feet 
that we have been able to get 
interest rates down and will look, 
when it is prudent to do so, for < 
further reductions," he told the 
BBC. 
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THE GENTLEMEN 
FROM VERONA 


HAVE OPENED 
THEIR FIRST BRANCH 
IN LON DON. 


Ibday, Cassa di Rispannio di Verona Vicenza 
Belhmo e Ancona opens its London branch. 

Founded in Vferooa over 160 years ago, our 
banking group has grown to be among the largest 
in Italy. With, we’re proud to say, one of the best 
credit ratings of any Italian financial institution. 

Cassa di Risparmio's London branch along 
with our representative offices in New York; 
Hong Kong, Frankfurt, Paris, Madrid, and our 
Moscow consultants provide a vital bridge to 
new opportunities .for our clients throughout 
the world 

You’D find us at 63 Queen Victoria Street, 
London EC4N 4UA. Tel: 071-248 8282. 
Fax:071-8150451. 
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Italian bank 
chief warns 
on economy 


By Robert Graham in Rome 

MR Carlo Azeglio Ciampi, 
governor of the Bank of Italy, 
warned over the weekend that 
the Italian economy remained 
exceptionally fragile despite 
the decision to lower the dis- 
count rate by one percentage 
point, to 14 per cent, effective 
as of today. 

Addressing the annual meet- 
ing of the Foreign Exchange 
Association he said the next 
six months would be decisive 
in determining whether the 
correct policies could be imple- 
mented. “During the next six 
months everything is at stake." 

The Forex meeting has tradi- 
tionally been the occasion for 
one of the governor's two set- 
piece statement's an the econ- 
omy. Mr Ciampi did not mince 
his words and reminded the 
government, political parties, 
business and unions that each 
had to play their part in hold- 
ing down inflation, ensuring 
the 1993 budget was rigorously 
observed and advantage was 
taken of the lira's devaluation. 

He laid special emphasis on 
the fight against inflation fol- 
lowing the lira's 16 per cent 


Study hits 
France’s 
stand 
over grain 

By David Buchan In Paris 

FRENCH grain exports will 
suffer almost as much under 
European Community farm 
policy reform, which Paris has 
already agreed to, as they 
would under US demands on 
grain exports, according to pro- 
jections from an official French 
Institute. 

A chief cause of the deadlock 
in the Gatt trade liberalisation 
talks is the US demand that 
the Community should cut the 
volume of its subsidised cereal 
exports by 24 per cent over six 
years. France has refused to 
agree to this. 

However, EC grain exports 
will fall to 14 An tonnes a year 
by 1996 because of reductions 
agreed under the EC’s Com- 
mon Agricultural Policy, 
according to estimates by 
Insee, the French government 
economic research arm, in a 
report published today. 

Its forecast is just under lm 
tonnes more than the level of 
subsidised EC grain exports 
envisaged by the US in the 
Uruguay Round of the Gatt 

The Insee projection appears 
to undermine the French gov- 
ernment's case that French 
cereal exporters, by far the 
largest in the Community, 
would be worse off under a 
Gatt deal than under the CAP 
reform. 

France objects particularly 
that the US wants the grain 
exports cut made from the 
level in 1386-68 when, accord- 
ing to the Insee report, EC 
cereal exports averaged only 
18m tonnes. Since then such 
EC exports have climbed to 
nearly 28m tonnes a year. 

But even a 24 per cent cut 
from the 1986-88 level would 
bring EC grain exports to not 
much below 14m tonnes a year. 

EC officials in Brussels have 
been trying to put the same 
message as Insfie across to 
Prime Minister Pierre Berego- 
voy's government, but without 
much success so far. The belea- 
guered Socialist government 
evidently hopes a tough stand 
on Gatt will help it in next 
March's legislative elections. 

The Insee report, however, 
suggests that EC and French 
farmers might have difficulty 
selling even a reduced amount 
of grain exports in competition 
with US farmers, if subsidies 
were reduced. 

The study claims that US 
agriculture is more productive 
than any national form sector 
inside the EC, except that of 
the Netherlands. The report 
claims that, over the 1973-89 
period, US farmers have shown 
themselves to be 30 per cent 
more productive than the aver- 
age European farmer. 

American farmers' competi- 
tive edge over their EC coun- 
terparts is reflected in the fact, 
says Insee, that overall their 
farm prices were 20 per cent , 
lower than in Europe between 1 
1973-89. with US oilseeds and i 
animal feed prices nearly half 
those in Europe. US fanners 
beneflt from lower costs of 
land, petrol, fertiliser, and veg- 
etable inputs into animal feed 
than in Europe, the French 
government organisation says. 

But CAP reform, it adds, will 
make French farmers better off 
than they would otherwise be 
in the absence of reform. 


devaluation against the 
D-Mark and its float outside 
the Exchange Rate Mechanism. 

“If we are not able to take 
advantage [of the opportunity 
presented by devaluation), and 
the increase In prices is trans- 
lated into real inflation, then 
we will have lost an historic 
opportunity.” 

Inflation in October has con- 
tinued Its downward trend and 
is hovering near an annual 6 
per cent However, the effect of 
devaluation has yet to work 
through the economy and 
already a number of industrial- 
ists and businesses in the food 
sector are trying to raise 
prices. 

Mr Ciampi was cautious 
about a further, quick, reduc- 
tion in Interest rates, even 
though real rates remained 
high. He also warned the bank- 
ing system that the central 
bank would monitor carefully 
the use of credit, to avoid it 
being used speculatively. 

Referring to the parity of the 
lira, he said it was ‘’manifestly 
under- valued”. However, he 
gave no Indication when he 
thought the lira might be in a 
position to re-enter the ERM. 

German 
bank ‘aims 
for interest 
rate cuts’ 

By Quentin Peel in Bonn and 
David Wader In Frankfurt 

THE GERMAN Bundesbank Is 
deliberately manoeuvring 
interest rates down because 
their high level no longer cor- 
responds to the deteriorating 
economy, according to a mem- 
ber of its governing council. 

Dr Wilhelm Nailing, a Social 
Democrat who is also presi- 
dent of the Hamburg state cen- 
tral bank, said “all the figures 
show that Germany is moving 
into a recession. ... On this 
occasion it could be very long- 
lasting and very deep”. 

The Interest rate moves 
amounted to a clear taming 
point in German monetary pol- 
icy, bnt the Bundesbank had 
to move very carefully at the 
speed with which it cut the 
rates, he said. 

In an interview in today’s 
Hamburger Abendblatt news- 
paper, Dr Nolling said there 
were still significant risks for 
monetary stability. They 
included excessive money sup- 
ply growth, wage negotiations, 
and a possible sharp increase 
in consumer spending before 
next January's 1 percentage 
point increase in VAT. 

“Because of this, the Bund- 
esbank must act very care- 
hilly, consistently and credibly 
in the pace of its interest rate 
cuts,” he said. There was also 
a threat of imported inflation 
if over-hasty cuts caused a 
depreciation of the D-Mark. 

Meanwhile, Mr Otmar Iss- 
lng, a leading member of the 
Bundesbank council and head 
of research, said at the week- 
end that western Germany 
was not in recession and its 
economy would grow by 1.5 
per cent this year. 

However, he acknowledged 
there had been a “perceptible 
slowdown” of economic 
growth, mainly because of a 
lack of demand for German 
products abroad. This was 
leaving an ever-clearer mark 
on the west German economy. 

His comments, made during 
a lecture in Edinburgh, come 
as evidence mounts of stagna- 
tion in the whole economy. 
Retail sales and industrial 
orders have fallen for the sixth 
consecutive month and several 
large companies have 
announced job cuts. 

Mr Issing made no comment 
on the future orientation of 
monetary policy. However, a 
report in the Frankfurter All- 
gemeine Zeltung, a leading 
German newspaper, on Friday 
suggested the Bundesbank had 
given the impression at a 
meeting between senior Bund- 
esbank officials and econo- 
mists of Germany’s Larger 
banks Last week that it was 
committed to further cuts in 
short-term interest rates. Bnt 
they would have to take effect 
slowly because of the danger 
that the central bank would 
lose credibility in the battle 
against inflation. 

In his address In Edinburgh, 
Mr Issing- said that although ■ 
recent figures showed real 
gross domestic product in 
western Germany in the sec- 
ond quarter dropped by <L5 per 
cent compared with the first 
quarter, it exceeded GDP for 
the second quarter of last year 
by “a good I per cent". 

Survey, Section in 



REFLECTIONS ON WAR: Bosnian President Izetbegovic In his Sarajevo office 


Peace negotiators build 
Balkan castles in the air 


I T £S almost two months since Mr 
Cyrus Vance, former US secretary 
of state, and Lord Owen, former 
British foreign secretary, were 
appointed as joint international medi- 
ators for ex-Yugoslavia. There has 
been no discernible improvement for 
the people of Bosnia-Hercegovina. 

The fighting continues, thousands 
are still being forced from their 
homes in renewed “ethnic cleansing" 
by all three communities, and the 
besieged inhabitants of Sarajevo, the 
Bosnian capital, face death this win- 
ter from cold, hunger and disease. 

Yet in the makeshift offices of the 
International Conference on Former 
Yugoslavia in the United Nations 
headquarters in Geneva, there is cau- 
tious optimism. The feeling is that a 
peaceful solution is possible before 
winter is out. Brick by brick, negotia- 
tors say, construction of that peace 
has begun. 

The immediate goal of Mr Vance 
and Lord Owen as conference co- 
chairmen has been to stop the fight- 
ing In Bosnia and lift the Serb block- 
ade of Sarajevo and other Bosnian 
cities. Given the refusal of the world 
community to intervene militarily in 
the Bosnian conflict, they are operat- 
ing what levers they have. 

First, they have used their personal 
authority, contacts and (in contrast 
with the Ill-fated Carrington talks) 
concerted international backing to 
win the confidence of all sides and to 
try to get them talking to each other 
and to the co-chairmen. “We are not 
here to take rides bnt to find a solu- 
tion as rapidly as possible,” Mr Vance 
said recently. 

Though the mainly Moslem Bosnian 
government refuses to meet the Bos- 
nian Serb leadership face to face, last 
week it ended Its boycott of talks on 
the demilitarisation of Sarajevo. The 
Bosnian president, Mr Alija Izetbe- 
govic, also met Yugoslav president 
Dobrica Cosic face-to-face for the first 
time. 

Second, the two mediators have laid 
great stress on normalising relations 
between Croatia and the romp federal 
republic of Yugoslavia, consisting just 


of Serbia and Montenegro. This 
reflects not only the need to defuse 
possible flashpoints, for instance, in 
the Serb-controlled UN protected 
areas of Croatia or the Prevlaka pen- 
insular, but also to enlist the leaders’ 
active backing for an ethnically mixed 
Bosnian state. 

Inducements include international 
economic aid to rebuild their shat- 
tered economies and the lifting of 
sanctions on and diplomatic recogni- 
tion of what remains of Yugoslavia. 

Third, the two co-chairmen, and the 
constitutional broker for Bosnia, Mr 

Time and the 
Bosnian winter are 
pressing, writes 
Frances Williams 
in Geneva 

Martti Ahtisaari, have told all three 
warring factions that there can be no 
partition of Bosnia-Hercegovina on 
ethnic lines and no “green tine” separ- 
ating communities in Sarajevo. 

The draft constitution that the co- 
chairmen plan to publish tomorrow 
envisages a single secular Bosnian 
state within existing borders, divided 
into regions or provinces with a high 
degree of local autonomy. 

The constitution will include strong 
protection for human rights and there 
may be some provision for interna- 
tional human rights monitoring dur- 
ing the transition phase. “The local 
governments will be able to safeguard 
ethnic rights, such as education and 
culture, with protection for minori- 
ties,” says Mr Fred Eckhard, spokes- 
man for the co-chairmen. 

The three parties are now wran- 
gling over maps, both in Geneva and. 
to an extent, in fighting on the 
ground. The Bosnian government, 
which had wanted a unitary state, 
says it could accept 8-10 provinces, 
enshrining Moslem majorities in key 
Bosnian towns. The Bosnian Serbs, 


having been told that three ethnic 
cantons are out of the question, want 
as few separate regions as possible. 

Mr Ahtisaari says that whatever.the 
eventual number there can be no neat 
slicing of Bosnia on ethnic lines. Even 
now. for instance, though Bosnian 
Serbs claim to control 70 per cent of 
the territory, the mainly Moslem gov- 
ernment holds Bibac in the 
north-west, as well as Sarajevo and 
some other towns to the east. 

Moreover, the constitutional princi- 
ples drawn up (and accepted by all 
rides) at the London conference on 
ex-Yugoslavia at the end of August 
include the right of people to return 
to their homes. Though no one 
expects all those expelled to go back 
(deterred by memories, fear and the 
destruction of homes and property), 
some, perhaps many, will choose to 
do so if conditions are right Areas 
claimed, say, by Serbs as “theirs" may 
not remain so. 

While the fighting and suffering 
continues in Bosnia, all this may 
seem pie in the sky. Many believe the 
outcome of the Geneva negotiations 
can only be an acceptance of the fait 
accompli achieved by Bosnian Serbs 
militarily. The negotiators in Geneva 
reject this view, while arguing that 
within the basic principles the three 
rides must reach their own accommo- 
dation. 

Equally, there is a bard-beaded 
appreciation that tbe negotiations 
could fail. Gains by hardliners in the 
Belgrade power struggle, continued 
insistence by the Bosnian government 
on trying to win back territory by 
force, or refusal by Serb and Croat 
warlords in Bosnia (and Serb- 
controlled Croatia) to toe the line, 
could bring the fragile edifice crash- 
ing down. 

“The co-chairmen will give it their 
best shot.” says one insider. “But if by 
January there's no immine nt prospect 
for a settlement, they’re unlikely to 
stick around." Mr Ahtisaari 's leave of 
absence from running Finland's for- 
eign service expires next February. 
Time, and the bitter Bosnian winter, 
are pressing. 


Chilean sell-off likely 
to run into opposition 


Brazil acts on threat 
to trade agreement 


By Leslie Crawford 
In Santiago 

CODELCO, the Chilean state 
copper company and the 
world’s biggest copper pro- 
ducer, plans to sell its power 
plant in the Atacama desert to 
finance development of a new 
9450m (£27 6m) copper mine. 

Mr Maximo Pacheco, Codel- 
co’s operations vice-president, 
said the company hoped to 
raise 9530m from the sale of 
the 530 MW coal-fixed power 
station at Tocopilla. 

He said Chilean and Argen- 
tine utilities were interested in 
the purchase, as Tocopilla fed 
electricity to the two biggest 
copper mines in the world, 
Chuquicamata and La Escon- 
Hida , as well as cities in north- 
ern Chile. . 

The decision, which amounts 
to privatisation of one of Codel- 


co’s divisions, is highly contro- 
versial. Codelco’s public owner- 
ship is enshrined in the Chil- 
ean constitution and has been 
an article of faith since the 
industry was nationalised in 
the 1970s. But Codelco execu- 
tives argue that the constitu- 
tion refers only to the state 
company's copper deposits. 

The sell-off is certain to meet 
opposition from the powerful 
copper workers' union. “We 
have assurances from the min- 
ing minister that Tocopilla will 
not be sold," says Mr Adrian 
Astublllos, a union leader at 
the power plant. Any back- 
tracking would provoke the 
IS, 000-strong copper union into 
taking strike action. Mr Astu- 
blllos said. 

President Patricio Aylwin 
has also repeatedly assured 
copper workers that Codelco 
would remain in state hands. 


By Christina Lamb in Cane la, 
southern Brazil 

BRAZIL'S foreign minister 
flew to Buenos Aires at tbe 
weekend to meet Argentinian 
officials in an attempt to 
resolve the trade imbalance 
threatening Mercosul, the 
nascent free trade arrange- 
ment 

A shift In trade in favour of 
Brazil was straining relations 
between the two neighbours, 
Mr Fernando Henrique Car- 
doso said earlier at a Mercosul 
conference in Canela. “You 
cannot have a good accord 
when jnst one side is win- 
ning,” he said. 

The gap has emerged 
because of Argentina's rela- 
tively low import tariffs and 
what is generally perceived to 
be an overvalued exchange 
rate. The country is heading 


for its first ann ual trade defi- 
cit in 11 years. 

Brazil has been the main 
beneficiary; its sales to Argen- 
tina rose 142 per cent in the 
first half. This year it expects 
a $lbn surplus with Argen- 
tina. 

Mr Cardoso said he would 
tell Mr Domingo Cavallo, the 
Argentine economy minister, 
that Brazil was willing to com- 
pensate through purchases of 
Argentine oil and increased 
quotas on wheat and flour. He 
added the problem had noth- 
ing to do with the Mercosul 
treaty, which was generally 
working well. 

Bnt some participants at tbe 
Canela conference warned that 
Brazil’s failure to achieve eco- 
nomic stability coold threaten 
the agreement between Brazil, 
Argentina, Paraguay and Uru- 
guay. 


Plea over emerging economies 


By Stephen Ffdler 

BETTER co-operation is 
needed between export credit 
agencies, private lenders and 
investors if developing coun- 
tries and those of east and cen- 
tral Europe are to meet their 
huge requirements for new 
infrastructure in the 1990s, 
according to. the Washington- 
based Institute of International 
Finance <HF). 

The institute, which speaks 
on behalf of international 
banks, said both private and 
official lenders would also have 
to reexamine lending criteria 
and develop new financing and 
risk-sharing techniques, partic- 
ularly since many developing 
countries were privatising 
state-owned enterprises. 


The need to address these 
issues was especially urgent 
because of the sharp rise 
expected in the 1990s of invest- 
ment spending in developing 
countries, with a trend towards 
project-based lending. This 
would be in contrast to the bal- 
ance of payments lending of 
the 1970s and 1980s. 

Asian economies were out- 
growing much of their infra- 
structure, those in Latin Amer- 
ica were making good a Jack of 
investment in the 1990s, and 
those of central and eastern 
Europe and the former Soviet 
Union were seeking to replace 
industrial capacity and infra- 
structure. 

The HP’s proposals, which 
stem from a study of banks, 
corporations, trading compa- 


nies and insurance groups, 
suggest that: 

• Export credit agencies 
should establish guidelines to 
extend, where necessary, grace 
periods before loan repayments 
start coming due and the pay- 
back periods for loans. Current 
maximum terms are insuffi- 
cient for projects where eco- 
nomic returns are only made 
over a longer period. More flex- 
ibility should be Introduced for 
interest payments, currently 
payable on a strict semi-annual 
basis, while agencies should 
allow their guarantees to be 
securitised by banks and trans- 
ferred to others. 

• Agencies should develop 
new forms of support for banks 
as fixed-rate lenders by recog- 
nising the role of interest rate 


swaps and other derivative 
products in the financial mar- 
kets. 

• Agencies should standardise 
cover to allow easier negotia- 
tions of credits for projects 
where companies from more 
than one country are provid- 
ing goods, services and 
products. 

• Agencies should be willing 
to provide increased political 
risk insurance. 

• Greater standardisation of 
premium rates among export 
credit agencies is required. 

• National bank regulators 
should try to apply more equal 
treatment of transactions guar- 
anteed by export credit agen- 
cies, and adopt a more flexible 
attitude to the provisions 
required. 


Capital flows to 
Latin America 
trigger problems 


By Stephen Fldler, 

Latin America Editor 

A SHARP increase in capital 
flows last year to Latin Amer- 
ica caused problems for eco- 
nomic management in many 
countries, the InterAmerican 
Development Bank says in a 
report on economic and social 
progress published today. 

A more gradual and sustain- 
able influx would have been 
preferable, the bank adds. 

Capital inflows to the region, 
estimated last year at $36bn 
(£22bn). had reached levels the 
IADB had assumed would not 
occur until the end of the cen- 
tury. Such flows had repercus- 
sions, some negative, on inter- 
est rates, money supply, 
inflation, interest rates and 
wages. 

In principle, the inflows of 
capital were beneficial as they 
relieved the decade-long con- 
straint on investment and pro- 
duction caused by a lack of for- 
eign exchange. However, in 
many countries the inflows 
meant governments had to 
either let real exchange rates 
appreciate and absorb the 
inflows through imports, or 
maintain the exchange rate 
and allow foreign exchange 
reserves to rise. 

Expanding reserves threat- 
ened monetary stability and 
had to be offset by restrictive 
monetary and fiscal policies. If 
monetary policies were too 
stringent, however, the resul- 
tant high interest rates initi- 
ated a new round of capital 
inflows. 

Mexico probably struck the 
best balance, the report says, 
by running a fiscal surplus 


which in 1991 allowed the gov- 
ernment to pay back debt and 
continue to lower interest 
rates. Colombia had the great- 
est difficulty in dealing with 
the problem; in 1991 its foreign 
exchange reserves reached 16 
months' of imports, the highest 
in the region. 

Attempts by, for instance, 
Colombia's central bank to 
mop up extra liquidity have 
counteracted a general trend to 
lower real interest rates. Such 
rate rises meant there had 
been “no visible benefit of the 
Inflows of capital to the 
national economies in terms of 
increased investment or faster 
growth". 

The combination of real 
exchange rate appreciation, 
lower inflation and reduced 
unemployment allowed for a 
recovery of real wages in the 
region in 1991. 

Overall, the report presents a 
fairly positive outlook for con- 
tinued capital inflows, pro- 
vided the region's integration 
into the world economy contin- 
ues. "Although there has been 
much talk lately of a world- 
wide capital shortage, this 
shortage is unlikely to affect 
Latin America as long as profit 
opportunities abound and the 
rate of return exceeds that in 
the industrial countries.” 

However, it was too early to 
say for sure whether the posi- 
tive transfer of resources to the 
region brought about by the 
capital inflows was a durable 
or transitory phenomenon. 

Economic and Social Progress 
in Latm America 1992. Distrib- 
uted by Johns Hopkins Univer- 
sity Press. 701 West 40th Street, 
Baltimore, Md. 21211. USA. 



Fidel Castro: Cubans will not abandon socialist Ideology 


Cuba defies US move to 
tighten trade sanctions 


By Canute James in Kingston 

THE Cuban Communist party 
said tbe latest US economic 
sanctions against the Carib- 
bean island would not change 
its commitment to socialism 
hut would reduce the chances 
of a diplomatic end to the 30 
years of hostility between the 
two countries. 

The new sanctions imposed 
at the weekend by President 
George Bush represented “a 
pirate's licence", according to 
the official media In Havana, 
the Cuban capital. They are 
contained in legislation 
described in Washington as the 
“Cuban Democracy Act" (also 
called the Torricelli Bill), 
which bans foreign subsid- 
iaries of US companies from 
doing business with Cuba. 


Ships which call at Cuban 
ports will be banned from US 
ports for six months. 

The sanctions have already 
been rejected by several coun- 
tries which trade with Cuba, 
including members of the 
European Community, Canada 
and Mexico, and have been 
condemned as an unfair trade 
practice by the shipping indus- 
try in Cuba's Caribbean neigh- 
bours. Earlier this month the 
European Commission lodged a 
formal protest and tbe UK gov- 
ernment said last week it 
would invoke an existing law 
to prohibit UK companies 
owned by US interests from 
complying with US legislation. 

US legislators supporting the 
measures said they are 
Intended to force the adminis- 
tration of President Fidel Cas- 


tro towards democracy. 

The Cuban Communist party 
said the move indicated unlim- 
ited "visceral hatred” of the 
Cuban people, and referred to a 
recent statement by Mr Castro 
that Cubans were willing to 
undergo “death a thousand 
times" rather than abandon 
the island's socialist ideology. 

If the new sanctions are even 
partially effective they will be 
a further blow to a Cuban 
economy reeling from short- 
ages of energy and hard cur- 
rency following the collapse of 
the Soviet Union, formerly 
Cuba's main foreign benefi- 
ciary. The new measures are 
likely to be debated soon at the 
United Nations when Cuba's 
efforts to have the 30-year-old 
US trade embargo on the 
island ended will be dis cussed. 
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ROW WITH SLOVAKIA ERUPTS 

Hungarians 
furious over 
work on dam 


By Nicholas Denton 
in Budapest 

SLOVAKIA began damming 
the river Danube at the week- 
end to divert the river into the 
controversial Gabcikovo hydro- 
electric barrage. The move 
prompted furious diplomatic 
protests from neighbouring 
Hungary which is resisting the 
project 

Slovakian trucks began 
dumping rocks into the river 
after negotiations with Hun- 
gary in Brussels last week 
under European Community 
auspices broke down in acri- 
mony. 

Budapest reacted immedi- 
ately by saying it was turning 
to the Conference on Security 
and Co-operation in Europe 
(CSCE) and invoking the inter- 
national crisis procedures pre- 
viously applied to the former 
Yugoslavia. 

Hungary also fired off an 
appeal to the International 
Court of Justice in Hie Hague 
even though Czechoslovakia 
has refused its jurisdiction. 

The EC Commission 
appealed for both sides to exer- 
cise restraint and called for an 
urgent solution to avert a con- 
frontation which could endan- 
ger stability in central Europe. 

Slovak 'and Hungarian nego- 
tiators will meet again next 
week as part of the Visegrad 
central European group's talks 
with the EC. which are expec- 
ted to be overshadowed by the 
dam dispute. 

Germany is understood to be 
exerting strong pressure on the 


Czechoslovak government to 
exercise its authority over Slo- 
vakia while the country 
remains united and to freeze 
construction work until there 
is a negotiated settlement 

But Slovakia's decision to 
move ahead witb the final 
stage of construction, which 
will result in the diversion of 
the main Bow of the Danube in 
the next few days, makes 
agreement all but impossible. 

The two sides have slid into 
a confrontation from which 
neither government can retreat 
without loss of face and domes- 
tic political opposition. 

Slovakia claims that the dam 
is essential to generate energy 
and to bolster the country's 
economy. It says it will also 
enable year-round shipping on 
the Danube. 

Hungary, however, claims 
that the diversion of the river, 
which marks the international 
boundary between the coun- 
tries, is a territorial violation. 
Environmental groups say the 
project will cause catastrophic 
changes in the water table and 
the water supply to local 

Inha bitants. 

The dam dispute is made all 
the more explosive by the pres- 
ence of a large ethnic Hungar- 
ian minority in Slovakia near 
the construction site. 

The atmosphere of Slovak- 
Hungarian relations has 
become increasingly hysterical 
as the deadline for the Danube 
diversion has approached, with 
rumours and subsequent deni- 
als of military manoeuvres pro- 
liferating. 


Gaidar secures 


business 

By Leyla Boulton in Togllatti, 
Russia 

THE embattled. - Russian’ 
government of Prime Minister 
Yegor Gaidar yesterday 
received desperately needed 
support from heads of the 
country’s biggest industrial 
enterprises in return for a 
promise to consult business 
leaders when formulating gov- 
ernment policy. 

Mr Gaidar, accompanied by 
six senior cabinet ministers, 
told a meeting of 60 industrial- 
ists from around the country 
that he would today sign a 
decree establishing a council of 
industrial leaders which would 
be consulted on elaborating 
government policy. 

A statement of support from 
the industrialists implicitly 
repudiated the more aggressive 
stance taken by Mr Arkady 
Volsky, the head of a big indus- 
trialists' lobby group who co- 
chairs the country's leading 
opposition movement. 

The meeting in Togliatti, the 
home of Lada cars and other 
large industrial concerns, was 
part of a last-ditch government 
campaign to attract support 
from industry. 

The ministers announced, a 
number of concessions to pla- 
cate some of the managers' 
complaints. From next January 
profits ploughed back: into cap- 
ital investment will be free 
from taxation. In addition 
parts and raw materials 
ordered before but delivered 


backing 

after the imposition of new 
import taxes would also be 
exempt from taxation. But Mr 
Gaidar also appealed .for man- 
agers to limit price increases 
and said a policy of endless 
new credits from the govern- 
ment would lead nowhere. 

He also announced that he 
enjoyed, at least for now, the 
full confidence of President 
Boris Yeltsin, despite demands 
from a vociferous conservative 
opposition for the removal of 
his reformist cabinet when the 
Russian parliament convenes 
on December 1. 

The meeting provided a stark 
illustration of the govern- 
ment's failure until yesterday 
to cultivate leading managers, 
or frilly to explain its decisions. 

The directors at the meeting 
ranged from an older genera- 
tion, which sympathises with 
Mr Volsky but is prepared to 
support any government which 
supports it, to younger direc- 
tors more in touch with west- 
ern business practice. 

“Those directors who ask for 
more money are expressing 
yesterday's views," said Mr 
Victor Korovin, the 40-year-old 
chief of the Uralmash heavy 
engineering works in Yekater- 
inburg. “But the government 
needs to change its tactics to 
maintain its previous strat- 
egy." By way of example, be 
said he could not successfully 
privatise his enterprise until 
the government took on the 
social services and housing 
still on his balance sheet. 


Havel undaunted by failure of federalism 


Ariane Genillard on the former president’s plans for a comeback 


O NLY the 0001 licence 
plate on the BMW 
occasionally parked in 
front of the decrepit three-floor 
bouse in Prague betrays any 
sign of the importance of its 
resident. 

Back in his modest home 
since he resigned as federal 
president In July, Mr Vaclav 
Havel has not lost sight of the 
presidential castle. In recent 
weeks, he has been staging his 
political comeback as the 
future president of an indepen- 
dent Czech republic. The last 
champion of the Czechoslovak 
federation, forced by Slovak 
nationalist aspirations to aban- 
don his dream of a united and 
prosperous country, does not 
admit failure. 

"We must come to terms 
with the fact that things don't 
always come out the way we 
would want them to. I have 
experienced many such fail- 
ures and defeats and shall 
experience them again, but it 
will not prevent me from striv- 
ing again and again for certain 
values," he said in an inter- 
view with the Financial Times. 

After two years of struggling 
with the divisions ripping his 
country apart, Mr Havel is hop- 
ing to return to his role of con- 
sensus builder - this time 
within the Czech lands. 

As the only presidential can- 


didate endorsed by all Czech 
political parties. Mr Have! is 
offering himself as a mediator 
to mend growing differences 
over the future shape of the 
lOm-strong Czech nation. 

Unlike Slovak parliamentar- 
ians who promptly declared 
their republic's sovereignty 
after last June's elections and 
adopted a local constitution. 
Czech politicians have been 
deadlocked over the creation of 
their state. 

Constitutional negotiations 
have been bogged down partic- 


ularly by the demands of oppo- 
sition parties for a three- 
pronged administration in 
which the northern and east- 
ern regions of Silesia and 
Moravia would epjoy an auton- 
omous status. Such fragmenta- 
tion is rejected by the ruling 
coalition parties, led by the 


Vaclav Klaus, which flavours a 
structure decentralised among 
a greater number of regions. 

Unless consensus is reached, 
the Czech nation could find 
itself without the constitu- 
tional framework needed to 


assume its independence 
which, following the post-elec- 
toral negotiations between Mr 
Klaus and Mr Vladimir Mecfar. 
his Slovak counterpart, is 
scheduled for January 1,1993. 

Mr Havel's power will con- 
tinue to rest on the will of 
Czech parliamentarians who 
are yet to decide whether he 
will be elected directly, as he 
wishes, or with a parliamen- 
tary vote, as the ruling parties 
advocate, The presidential elec- 
tion could then take place next 
spring. Czech deputies will also 


decide on the presidential pow- 
ers, which could be limited if 
Mr Klaus's views predominate. 

Mr Havel speaks admiringly 
of President Richard von Weiz- 
sacker of Germany but says he 
does not wish to hold only a 
titular role in Czech politics. 


both ways. The reluctance of 
Mr Havel to step into the world 
of practical politics and form 
his own party-driven power 
base contradicts his political 
ambitions, they say. 

Faithful to his intellectual 


past, Mr Havel rejects pure 
pragmatism. “People need 
to hear something about 
the meaning of life; some* 
thing about, their pros- 
pects; something more than 
money. . . Shocked by sudden 
freedom though not able yet to 
build their own civic society, 
they tend to be more or less 
drawn towards authoritarian 
leaders. However, I see it as 
one of the many stages of the 
complicated post-communist 
development.” 

But he is closer today to 
practical politics than is indi- 
cated by his earlier political 
philosophy, which attempted 
to marry morals and public 
office. The virulent advocate of 
citizens' rights no longer even 
calls for a referendum on his 
country's division. 

“Alienation from high poli- 
tics is something that can be 
observed to a smaller or 
greater extent in all democra- 
cies. Here, it is sharpened by 
the fact that our democracy is 
so young and inexperienced. 
But the Czech and Slovak vot- 
ers elected leaders with clear 
programmes and should not be 
surprised once they implement 
them, even if it is difficult for 
them to come to terms with 
the fact that Czechoslovakia 
will cease to exist within less 
than 70 days.” 


The ex-playwright wants to 
hold more than a titular role 


Yet critics say that the for- 
Civic Democratic Party of Mr - mer playwright cannot have it 



Ashley Aahwood 


Faithful to his intellectual past, Havel rejects pure pragmatism 
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Lithuanians go to polls 


VOTERS in the Baltic republic 
of Lithuania went to the polls 
yesterday to elect a new par- 
liament in the first elections 
since the state achieved full 
independence last year, writes 
John Lioyd in Moscow. 

The result is expected to be 
a close one. The main contend- 
ers are the S^jndis nationalist 
group of Mr Vytautas Lands- 
bergis, the parliamentary 
chairman, which achieved 


independence for the country, 
and the Democratic Labour 
party under the former com- 
munist leader Mr A 1 gird as 
Brazauskas. 

In all, 17 parties are stand- 
ing for the Seim, or parliamen- 
tary assembly. 

The country is in the grip of 
severe fuel shortages and an 
economic crisis, with unem- 
ployment expected to climb 
sharply this winter. 
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I t’s always pleasing to receive praise from the computer 
press, but we design our computers to impress you. 

So, when we briefed our engineers to produce an 
entirely new range of computers, we asked them to 
deliver the features you’ve been asking for. 

But they didn’t stop there. 

As you can see, they surprised not only the journalists 
but also our competition. 

Newsworthy Business Audio is designed into our 
desktop PCs. So you can actually talk to them - and they 
relay your messages back to your colleagues. 

Accelerated QVision graphics that react as fast as 
you do - even in complex Windows environments. 

Notebooks that think for themselves, saving your 
work and turning themselves off in case you forget. 

Screens with a picture so sharp you’d think it was 
a photo. 

Product naniM mentioned here may be trademarks 


But along with all these new features, our engineers 
also added the one you really wanted: affordability. 

Which means that while our competition may not 
be able to keep up with us, you can. 


I Business Audio is just one of the latest innovations from i 
| Compaq, if you’d like to find out more simply call us on 1 
I 0800 444 044 or return this coupon to: Compaq 1 
i Computer Limited, FREEPOST, 19 Worple Road, 
j London SW19 4YY. | 

I Name (Mr/Mrs/Ms): I 


j Company: 1 | 

| Number of people employed: . ___ j 

I Address: ; I 
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Patten raises stakes over Hong Kong’s future 


T HE SHARP deteriora- 
tion in relations 
between Britain and 
China over Hong Kong's politi- 
cal future is expected to cast a 
pall over the colony's financial 
markets today. 

Analysts in Hong Kang 
noted that the stock market, 
which had risen strongly in 
response to the economic poli- 
cies recently announced by 
China’s communist leaders, 
had already weakened on Fri- 
day before the fall significance 
of the rift had become appar- 
ent. They expected it to decline 
further. 

Relations between the UK 
and China have deteriorated 
markedly since Mr Patten, 
with the general support of the 
Hong Kong people, announced 
proposals on October 7 for elec- 
tions in 1994 and 1995 which 
woald allow for greater, 
tftnng h still limited, democracy 
in choosing local leaders. 

Since then, the governor has 
repeatedly held out the possi- 
bility that he will proceed with 
bis plans even in the face of 
opposition from China - mark- 
ing an important change in 
British policy towards Hong 


An unprecedented contest is looming, writes Simon Holberton 


Kong and China In the past 
London has placed a priority 
on reaching agreement with 
Befiing. 

Such a head-to-head contest 
between Beijing and Britain's 
governor in Hong Kong would 
be without precedent in the 
colony. It would require from 
the people of Hong Kong a defi- 
ance of Befiing which many of 
their business and political 
leaders have been reluctant to 
make for fear of damaging 
their interests. 

Mr Fatten presented his 
plans to officials in Befiing on 
a three-day visit last week and 
told them he needed a decision 
by the end of the year. His 
proposals were flatly rejected. 

On Friday, Lu Ping, China’s 
top official on Hong Kong 
affairs, said Befiing would chal- 
lenge the validity of future 
elections and abrogate agree- 
ments to build the colony's 
multi-billion dollar airport if 
Mr Patten proceeded without 
China’s agreement 

The airport and its associ- 


ated infrastructure projects 
have been a running sore in 
Angio-Chinese relations since 
the project was announced, in 
the aftermath of the Jane 1989 
uprising in Befiing, as a confi- 
dence boosting measure for the 
colony. Agreement to proceed 
with the HK$163.5bn project 
was only reached a year ago 
when Mr John Major, Britain's 
prime minister, visited Beijing. 

Since then fihina has found 
fault with two alternative fin- 
ancing proposals put to it by 
the Hong Kong government It 
claims that both are not 
cost-effective and would put an 
onerous financial burden on 
the post-1997 government in 
Hong Kong - charges which 
find little support in Hong 
Kong’s financial community. 

The government had already 
let 17 contracts worth HK$19bn 
- HKSSbn under budget Mr 
Patten has said the govern- 
ment would do its best to com- 
plete the project in the absence 
of the Chinese government's 
approval. But Lu’s threat, cal- 


culated to scare the interna- 
tional financial community, 
could make it difficult for the 
government to raise external 
finance to fund the project 
La held oat little hope of 
agreement on either constitu- 


The governor has 
indicated that he 
may proceed 
despite China’s 
opposition 


tinnal or airport related mat- 
ters. He daisied that the gover- 
nor’s plans violated the 1984 
Angio-BritLsh Joint Declaration 
on Hong Kong and the Basic 
Law, which will act as Hong 
Kong's post-1997 constitution. 

He also asserted that Mr Fat- 
ten’s plans ignored assurances 
given by Mr Douglas Hurd, 
Britain's foreign secretary, to 
Qian Qichen, his Chinese coun- 
terpart, on the conduct of the 


1995 polls. 

In a robust performance 
before a special session of the 
Legislative Council (LegCo) on 
Saturday, Mr Fatten reissued 
his challenge to Befiing to 
respond with constructive 
alternatives to proposals be 
made on October 7 for the colo- 
ny's political development. 

The governor said he was 
prepared to discuss these alter- 
natives with China but 
reminded legislators that any 
alternatives had to be fair, 
open and command the sup- 
port of the people of Hong 
Kong. They also had to be 
agreed soon as legislation 
would have to be placed before 
LegCo early in the New Year. 

During the special sitting of 
LegCo, Mr Patten proposals 
were endorsed by liberal politi- 
cians and some independents. 
Conservative politicians did 
not declare their position. 
Some of the colony's newspa- 
pers also expressed concern 
about China’s reaction to the 
governor's proposals. 


With an eye on these legisla- 
tors, the governor reminded all 
members of LegCo that it is 
they who will have to pass any 
legislation drawn up to provide 
for the forthcoming elections. 
“We should all be clear on 
where we stand," he said. 
"Nothing can absolve members 
of this council from taking a 
view on the future political 
development of Hong Kong.* 

Hie proposals, which Mr Pat- 
ten believes are consistent 
with Angio-Chinese agree- 
ments and Chinese law, pro- 
vide for a greater, though stffl 
restricted, application of 
democracy in the conduct of 
future elections. 

Mr Patten denied that the 
UK had given China the under- 
takings Lu claimed. He said be 
had no objection to letters 
from Mr Hind and Qian being 
made public. That decision, 
however, is not his. 

The government is bracing 
itself for a farther onslaught 
on Mr Patten’s pl an s from the 
colony's pro-Beijing press. 


Designed to undermine his 
public support, these newspa- 
pers published more than 70 
attacks on him and his plans 
in the lead up to his visit to 
Beijing. 

As China's attitude to the 
airport shows, it is prepared to 
sacrifice the economic well-be- 
ing of fts people in response to 
a perceived threat to its politi- 
cal authority. Mr Patten, says 
his aides, knows this and does 
not plan to stand stUL 

According to aides, the gov- 
ernor believes he can carry the 
legislature; in the event of fail- 
ure to find agreement with 
China, they promise a publicity 
camp aign of the sort which 
prepared the colony for his pol- 
icy speech. “We will not be 
neutral," said one. 

Mr Fatten has said, however, 
that what he finally proposes 
has to be “acceptable to the 
people of Hong Kong”. This 
condition allows him to change 
his policies in line with his 
reading of public opinion and 
the reality in LegCo. As 
another of his aides, speaking 
at the choices the Hong Kong 
people now face, noted: “It is 
their community after alL” 


Jordan 
hardens 
line on 
Baghdad 


By Hugh Canwgy and Mark 
Nicholson In Amman 


NEWS IN BRIEF 


Bank deadline for 
Indian dam plan 



•link**-' • • 


WORLD BANK shareholders have warned the Washington-based 
organisation that they will cut off money for the controversial 
Sardar Sarovar dam mid canal projects on India’s Narmada river 
if new performance benchmarks are not met by April, writes 
George Graham in Washington. Bat the bank’s executive board, 
representing individual member countries or groups of countries, 
voted to continue financing Sardar Sarovar while efforts are 
made to meet criticisms of the project's impact on the environ- 
ment and on more than 200,000 people who will be displaced. 
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Exports up 9% in Singapore 


Singapore's exports rose 9 per emit in September over the August 
figure, the Trade Development Board said, writes Kteran Cooke. 
Analysts say that if export growth is maintained Singapore's GDP 
could grow by about 6 per cent tins year. 



Daewoo 
chief may 
enter poll 


By John Burton In Seoul 


S African homestead massacre 


Tokyo students wearing cartoon masks of political leaders poke ftm at the current power straggle inside the ruling LDP party 


Fifteen gunmen with automatic rifles massacred 20 people and 
wounded 27 in a raid on a homestead near Durban, South Africa, 
on Saturday night, Reuter reports from Johannesburg. 


Tokyo government on knife edge 


Troops fire on Kashmiris 


At least 28 people were injured on Saturday as Pakistani troops 
opened fire to stop thousands of Kashmiris agitating for an 
independent state from crossing the border into India, writes 
Shiraz Sidhva in New Delhi. Mr Amanuliah Khan, leader of the 
march and chief of the militant Jammu and Kashmir Liberation 
Front, was arrested. 


By Charles Leadbeater 
hi Tokyo 


Tourists stabbed in Egypt 


A man believed to be a Moslem militant stabbed and wounded 
three Russian tourists yesterday at a marketplace in Fort Said, 
Egypt, Reuter reports quoting security ofidals. On Wednesday a 
British woman was killed and two British men wounded when 
gunmen ambushed their safari vehicle in Upper Egypt 


Chinese arrest HK reporter 


A Hong Kong journalist with the Express newspaper was arrested 
in Beijing yesterday on charges of bribing officials to get secrets, 
according the official Xinhua news agency, Reuter reports. 


THE first indication of whether 
the Japanese government has 
been weakened by the unfold- 
ing power struggle over the 
leadership of the ruling Liberal 
Democratic Party's largest fac- 
tion will come late this week 
when the government unveils 
political reform plans. 

As the vicious infighting 
over the leadership of the Tak- 
eshita faction continued 
unabated yesterday, Mr Koichl 
Kata, chief cabinet secretary, 
said the 18-point plan would 
not propose overhauling the 
electoral system. It is likely to 
include measures to confiscate 
illegal political contributions. 


Many analysts believe the 
costs of the electoral system, 
based bn large multi-member 
constituencies, is largely 
responsible for the prevalence 
of political corruption. 

Mr Knchi Miyazawa, prime 
minister, will outline the 
reforms to parliament which 
reconvenes on Friday in 
response to the controversy 
over the Sagawa Kyubin politi- 
cal contributions scandal 
The scandal prompted the 
power struggle in the Takesh- 
ita faction, which has played a 
vital role in managing the pas- 
sage of le g islat i o n through par- 
liament, after Mr Shin Kane- 
maru, its former chief was 
forced to resign. 

Mr Kanemaru who wielded 


immense power within the 
LDP admitted receiving Y500m 
(£2.5m) in illegal politiad con- 
tributions from Tokyo Sagawa 
Kyubin trucking company. 

The Miyazawa cabinet’s pop- 
ularity has slumped largely 
because of the scandal and the 
ailing economy. 

The vacuum created by Mr 
Kanemaru’s departure has set 
off a struggle between support- 
ers of his chosen successor, Mr 
Ichiro Ozawa, and an anti- 
Ozawa group. Mr Ozawa and 
his backers are contesting the 
nomination last week of Mr 
Kqiro Obuchi as faction chief. 

Parliament is likely to 
become the focus of the scan- 
dal as Mr Noboru Takeshita, 
the faction’s founder, has 


promised to testify about his 
role in the affair. Japan's polit- 
ical leadership would be fur- 
ther destabilised if pressure 
mounted on him to resign. 

Government officials are 
increasingly concerned that 
the infighting could spill over 
to delay passage of legislation 
to enact the Y10,700bn emer- 
gency public spending pro- 
gramme announced in August. 

The economic programme 
could become embroiled in the 
power struggle partly because 
Mr Tsutomu Hata, finance 
minister, has aligned himself 
with the Ozawa group. 

About 86 per cent of parlia- 
mentary deputies are believed 
to want the electoral system 
overhauled. 


MR KIM WOO-CHOONG, 
founder and rfiairaian of Dae- 
woo, South Korea's fourth larg- 
est business group, has 
emerged as a possible candi- 
date in December’s presidential 
election. 

The New Korea Party (NKP), 
formed only last Friday by pol- 
iticians aligned with President 
Roh Tae-woo's majority faction 
in the ruling Democratic Lib- 
eral Party (DLP). is considering 
offering him its no mina tion. 

Mr Rim has not ruled him- 
self out but has expressed 
doubts about entering politics. 

The NKP recently staged a 
party revolt in opposition to 
the DLP {Residential nominee. 
Mr Kim Young-sam, who heads 
another faction. 

The conservative group has 
also contacted other prominent 
figures, including Mr Park Tae- 
jooo, former chairman of 
Pohang Iron and Steel 

Mr Kim Woo-choong and 
Daewoo have close political 
ties with the administration of 
President Roh, who is constitu- 1 
tionally barred from running 
again. 

Mr Chung Ju-yung, founder 
and former chairman of Hyun- 
dai the nation's biggest con- 
glomerate, is also a candidate 
after forming the United Peo- 
ple’s Party earlier this year. 

Mr Chung and Mr Kim are 
bitter business rivals. The for- 
mer alleges Daewoo has largely 
prospered due to government 
support provided under Mr 
Roh and his predecessor. 


JORDAN appears to be 
preparing to distance itself is 
unprecedented terms from the 
Iraqi regime of President Sad- 
dam Hussein. 

Palace and government offi- 
cials in Amman are expressing 
alarm over the deterioration of 
conditions within Iraq and 
fear the prospect of the coun- 
try's disintegration. 

King Hussein is expected 
later this week to make his 
first speech since returning 
home in late September to a 
t riumphant welcome after can- 
cer surgery in the OS. Diplo- 
mats say he may use the occa- 
sion to dissociate himself 
publicly from the regime in 
Baghdad, while continuing to 
express Jordan’s support for 
the Iraqi people. 

The palace and the govern- 
ment fear that Iraq is heading 
towards fragmentation. “We 
are afraid of the consequences 
of an Iraqi breakup. It would 
I be a black hole, sucking all the 
powers around it into a fra- 
cas," said Mr Abu Jab- 
bar, the foreign minister. 

Jordan is frustrated that Mr 
Saddam has ignored its 
appeals for policies which 
could ease Iraq's international 
Isolation, allow increased aid 
for its beleaguered population 
and safeguard its territorial 
integrity. 

Jordan’s strong popular sup- 
port for Baghdad during the 
Gulf crisis and official opposi- 
tion to the war which ousted 
Iraq from Kuwait were the 
most vehement of any Arab 
country, leading to its own iso- 
lation from the US and its 
Arab neighbours. 

Nevertheless King Hussein, 
whose domestic popularity has 
soared since his Illness, may 
feel he has never been in a 
stronger political position to 
distance himself from Mr Sad- 
dam. He has already bad meet- 
ings in London last month 
with Iraqi opposition figures. 

A marked public shift away 
from the Saddam regime 
would help Jordan's rehabili- 
tation with the US and in par- 
ticular Saudi Arabia. On Tues- 
day, King Hasson of Morocco 
is due to visit Jordan after 
talks in Jeddah. Diplomats say 
King Hassan, who is also visit- 
ing other countries in the 
region, is on a mission to heal 
Arab rifts caused by the Gulf 
crisis. 

King Hussein has already 
had a public reconciliation 
with President Hosni Mubarak 
of Egypt when he visited Cairo 
after this month’s earthquake. 
He has also made It known he 
wishes to make a pilgrimage 
to the Holy Places in Saudi 
Arabia to give thanks for his 
recovery during which he 
would hope to see King Eahd. 


INTERNATIONAL ECONOMIC INDICATORS; MONEY AND FINANCE 


This table shows growth rates tor the most widely toll owed measures of narrow and broad money, a representative short- and long-term Interest rate series and an average equity market yfetd. All Itgures are percentages. 
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Inflationary flaw may squander UK competitiveness 
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INFLATION Is no longer the British 
government’s enemy number one. Its eco- 
nomic strategy, at least that of the prime 
minister, will now be orientated towards 
reviving economic growth as soon as pos- 
sible. To many foreign observers, a volte 
face on this scale must seem astonishing. 
At home, it is all deprassringly familiar. 

The government is not alone. Hie very 
same commentators and newspapers who, 
only a few weeks ago, were wanting of the 
grave inflationary dangers of devaluation, 
are now arguing that deflation, not infla- 
tion, Is the problem and offering multi- 
point plans to save the nation. 

The tuning of these about-turns may 
well prove to be disastrous. The UK needs 
a recovery, but an ordinary recovery will 
not da Growth will be sustained only if 
the economy is first rebalanced through a 
shift of resources into the traded goods 
industries and out of the service sector. 
The price of exportable goods must rise 
relative to the general level of wages and 
prices in the whole economy, thereby 
boosting profit margins for industry and 


encouraging investment and exports. 

That Is wby devaluation was necessary. 
An exchange rate devaluation should 
deliver a one-off rise in producer prices 
relative to wages. But if wage inflation 
outstrips the sum of the growth rates of 
producer prices and productivity, then the 
profitability and competitiveness gains 
will disappear. Sterling's departure from 
the exchange rate mechanism and subse- 
quent depreciation by more than 10 per 
cent make it even more important that 
inflationary expectations remain low. 

It is not Inevitable that the gains from 
devaluation must be squandered. Both the 
US and Australia had much larger depre- 
dations than Britain in the mid-1980s: the 
value of the Australian dollar fell by 35 per 
cent in the two years to the end of 1986 
and the US dollar fell by 25 per cent, while 
sterling fall by a little under 10 per cent. 

But these dollar devaluations fed 
directly into improved competitiveness 
rather than higher inflation. Producer 
prices have grown faster than wages in 
the US and Australia: real wages have 


been falling by between 5 and 10 per cent 
since 1985 as the top right chart shows. In 
the UK, by contrast, real wages have 
soared - by 26 per cent aver the same 
period - while UK profit margins 
remained low by international standards. 

Little wonder that both the US and Aus- 
tralia have seen their export sectors grow 
while the British traded goods sector 
remains small and sickly. US export vol- 
umes have grown 22 per cent farter than 
import volumes since 1985. Australian 
exports have grown 1G per cent faster than 
imports. But UK export volumes have 
fallen by 9 per cent relative to import 
volumes over the same period. 

Why did the US and Australian devalua- 
tions succeed? Both countries have similar 
financial systems to the UK so the answer 
cannot be Anglo-Saxon short-termism. The' 
US is a large country in which trade plays 
a relatively small role in the economy and 
trade unions are weak. But Australia, like 
the UK, is a small and open economy in 
which changes in import prices have a 
significant effect on living standards and 


where trade unions remain powerful The 
difference is that Australia, unlito the UK, 
has had much less plant-level bargaining. 
Instead, aseries of national accords, agree- 
ments between the unions and the govern- 
ment over the sustainable rate of wage 
UiiMion, have kept real wage growth 
under control 

In political terms, the UK strategy seems 
to make sense. The top right- hand chart 
goes a long way to explain why the British 
government was re-elected last April while 
President Bush and Australia's Labor 
administration are in danger of losing 
power. Little wonder that the Australian 
government is now encouraging a shift 
towards enterprise bargaining* 

Yet politics is the enemy of progress. Mr 
Major will be able to offer a sus tainable . 
economic recovery only if he delivers stow 
real wage growth over the next few years. 
Butthen he would probably lose the next 
election. That is the depressing political 
logic of his U-turn. vow*** 




Edward Bails 
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m pay 
rises may 



By David Goodhart, . . 

Labour Editor .; 

THE RAPID decline in pay 
settlements from the beginning 
of last year may have bottomed 
out, according to the latest 
quarterly figures from the 
Confederation, of British Indus- 
try- 

The figures show that the 
average pay settlement in the 
third quarter of this year, was 
4.2 per cent, the same as in the 
second quarter and only 
slightly down on the 4.4 per 
cent rise in the last quarter of 
last year. , 

Manufacturing pay settle- 
ments continue to hover just 
over 4 per cent, where they 
have been for the past 12 
months. 

Both the government and the 
CBl will be disappointed by the 
latest figures, especially in 
view of the removal of the 
European exchange rate mech- 
anism discipline on pay bar- 
gainers and the exhortations to 
the pnblic sector to follow 
the example of the private 
sector. . 

Mr Howard Davies, director 
general of the CBI, said there 
were strong indications that 
the next move on manufactur- 
ing pay would be downwards. 

He pointed to the fact that 
one in seven of the CBl pay 
databank companies had 
deferred a pay rise for six 
months. 

He also cited a Gallup survey 
finding that 65 per cent of 
employees expected their next 
settlement to be at or below 
the level of the last. 

He added: "Lower pay 
increases over the next year 
would help to control Inflation 
and put companies Ina better 
position to take advantage of 
the opportunities for exports 
and import substitution opened 
up by devaluation." 

CBI settlements in the ser- 
vice sector in the first half of 
this year are slightly higher, 
at 4.4 per cent, but have fallen 
more rapidly, down from 


7.1 per cent a year before. 

Productivity growth for man- 
ufacturers settling in the third 
quarter was estimated at 2,2 
per cent - reflecting a down- 
ward recessionary trend - giv- 
ing an increase in unit labour 
costs of about 2 per cent That 
compares with a fall in unit 
labour costs of about 0.6 per 
cent in the last quarter of last 
year, when productivity rose 5 
per cent. 

Average earnings in the 
economy as a whole continue 
to rise at about 5.75 per cent 
but that figure looks hack over 
12 months, including settle- 
ments from summer last year, 
when inflation was higher, and 
includes overtime and bonus 
payments not included in raw 
settlement figures. 

Government minis ters are 
arguing that public-sector 
employees should take more of 
the strain on pay and are 
threatening a pay freeze and 
the possible suspension of the 
pay review bodies which now 
recommend pay rises for more 
than a third of public-sector 
workers. Including nurses and 
teachers. 

Ministers point to the pay 
spurt that has taken average 
pay in the public sector above 
that in the private sector for 
the first time since 1986. They 
also point to the greater job 
security of most public-sector 
workers. 

* Critics of those arguments, 
such as Incomes Data Services, 
the independent pay analysts, 
point to the fact that the public 
sector always does better in a 
recession while the private sec- 
tor pulls ahead in periods of 
rapid growth. 

IDS also says that in spite of 
higher average pay in the pub- 
lic sector, both bluecollar and 
white-collar- workers are better 
paid in the private sector. The 
higher average arises because 
the public sector includes a 
higher proportion of white-col- 
lar workers, who are generally 
better paid than manual 
workers. 


Midlands 
fear on 
single 
market 


By Paul Cheessrlght, 

Midlands Correspondent 

THE WEST Midlands, regarded 
as the manufacturing heart of 
the UK, is not expected to ben- 
efit particularly from the Euro- 
pean single market, scheduled 
for next year, according to the 
region’s local authorities. 

It is expected "to have above- 
average vulnerability" to the 
single market, yet will remain 
highly dependent on exports 
and its ability to compete with 
other European Community 
regions, says a study prepared 
by the authorities to help in 
the planning of land use into 
the next century. 

The worry of the local 
authorities is that the older 
manufacturing areas in the 
Birmingham- Black Country 
conurbation and Staffordshire 
have too few skills available. 
"By 2000 it has been estimated 
that 70 per cent of all European 
jobs will require brain rather 
than manual skills, yet levels 
of academic and skill attain- 
ment are relatively low in the 
west Midlands," the report 
says. 

Although the demand of 
companies for skilled employ- 
ees has fallen since the start of 
the recession, the local authori- 
ties say restructuring or the 
regional economy will be ham- 
pored by skills shortages. 

The restructuring will 
involve a continuing decline in 
manufacturing employment. 
The decline, swift in the 1980s 
recession, slower during the 
economic upturn of the late 
1980s, has gathered pace again 
over the past two years. Dur- 
ing the 1990s, manufacturing 
employment will decline by 20 
per cent - 141,000 jobs - the 
local authorities estimated. 

However, employment in the 
services sector is likely to rise 
by 9.6 per cent, but that is less 
than the expected national 
average of 11.8 per cent 
The West Midlands: your 
region, your future; Making the 
Right Choices. West Midlands 
Regional Forum of Local 
Authorities, PO Box 11, Afamn 
Street, Stafford ST16 2LH. 


London fares ‘highest in EC’ 


By Richard Tomkins, 
Transport Correspondent 

THE LATEST Fares rise for 
London Transport passengers 
will make commuter lares in 
the capital by far the most 
expensive in the European 
Community, according to a 
survey by the Association of 
London Authorities. 

A typical week of commuting 
will cost £16 in London after 
the 8.5 per cent fare increase 
in January. The Labour- 
controlled ALA says that is 36 
per cent more costly than in 
Dublin, the next most expen- 
sive city, where a similar pat- 
tern of journeys costs £1177. 

Other weekly fares based on 
similar journey patterns 
include Paris at £4.36 and 
Athens at £1.97. 

When flares for single jour- 
neys are compared. London 
comes second to Copenhagen 
as the most expensive city. But 
weekly commuters pay much 
less than their London counter- 
parts because the Copenhagen 
transport authorities give 
larger discounts to regular 
travellers. 

The ALA’S survey is based 
on the cheapest available way 
of making 10 commuter jour- 
neys of 6 miles or 10km. In 
London that counts as a three- 
zone journey. 

Currency conversions were 
carried out after the recent 
sharp devaluation of sterling, 
which should have benefited 
London in the comparison. 
Conversely, London's fares 
after next January’s rise are 



TlSvor Hum(iAnw 

Price barrier a typical week of commuting will cost £16 after the &5 per cent increase in January 


compared with existing fares 
in other capitals. 

The main reason for the 
large gap between London’s 
fares and those in other EC 
capitals is the UK govern- 
ment’s policy of requiring pas- 
sengers not only to cover 
the r unning costs of the trans- 
port system, but to make a 


contribution towards invest- 
ment in its renewal and expan- 
sion. 

Other countries tend to keep 
fares low through government 
subsidies funded by local 
employers, local authorities, 
national government or a com- 
bination of the three. 

The ALA said: "Increasing 


fares all the time does nothing 
to encourage people to swap 
their cars for public transport” 
It added: “Fares policy 
should be part of a strategic 
transport policy for London 
which encourages people to 
use public transport. Above-in- 
flation increase each year will 
not do this.” 


LBS questions Tory inflation goal 


Monetary Policy. 
Indicator . 
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Monatary 
policy loose 


1991 . 1992 
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UK MONETARY policy is now 
too loose to enable the chancel- 
lor to achieve his long-term 
goal of 2 per cent inflation and 
risks building up Inflation, 
according to a monetary policy 
indicator constructed by the 
London Business School. 
Edward Balls writes. 

A rise in inflation has 
already been factored into the 
LBS forecasts for the economy; 
In its latest economic outlook. 
It predicts that retail price 
inflation will fall to 33 per cent 
next year, then rise to 43 per 
cent in 1994 and 5.3 per cent In 
1995. 

The LBS monetary policy 
Indicator is based on a 


weighted average of a number 
of financial indicators: the 
short-term real interest rate, 
the change in the exchange 
rate, monetary aggregates and 
the public-sector borrowing 
requirement LBS economists 
have examined the relation- 
#ship between those indicators 
and inflation over the past 
decade to see. If policy is now 
consistent with the chancel- 
lor’s inflation' target. 

The indicator suggests that 
monetary policy ~was much 
tighter than was needed to 
bring inflation down towards 
the end of last year and into 
this year. Interest rates were 
still in double figures but infla- 


tion was foiling fast, so raising 
the real interest rate. 

Sterling’s recent depreciation 
and the fall of 2 percentage 
points in interest rates since 
sterling left the ERM mean 
that policy is now too loose. 
Present policies are consistent 
with a long-term inflation rate 
of about 7 per cent, according 
to the LBS research. 

. "Achieving the 4 per cent 
goal would involve a consider- 
able tightening • of monetary 
policy." the report says. 
London Business School Eco- 
nomic Outlook 17. L Gower Pub- 
lishing. Gower House. Croft 
Road, Aldershot, Hants GU11 
3HR , £70. 


Shaken 
sales 
staff slip 
up on job 

By Michael Cassell, 

Business Correspondent 


THE IMAGE of hard-pressed 
salespeople fighting to fend off 
the recession by working all 
hours and driving “unbeat- 
able” bargains Is comprehen- 
sively debunked by research 
published today. 

Hard times are just as likely 
to mean that sales people lose 
confidence, fear increasing 
rejection by their customers 
and harbour low expectations. 

The picture of despondency 
and self-doubt is painted by 
Sales and Marketing Solu- 
tions. a York-based consul- 
tancy that has monitored the 
activity of sales teams in a 
dozen companies active across 
Britain during the recession. 

According to the consul- 
tancy, Instead of clocking up 
extra mileage in search of a 
sale, the salesperson Is quite 
likely to stay at home or to fill 
the day doing anything but 
closing deals. 

“The recession, therefore, 
becomes self-fulfilling,” says 
Mr Frank Atkinson, senior 
partner in the consultancy. 
The company reports that a 
recent study of one nationwide 
group showed a sales force 
only half as active in pursuing 
deals as it had been in more 
buoyant periods. 

“When times are good you 
can, to a large extent, get 
away with trusting your sales- 
people to bring home the 
orders, bnt when times are 
bad, companies cannot afford 
such a laissez-faire attitude.” 

The company's research also 
suggests that during a reces- 
sion, product prices might be 
driven down by those responsi- 
ble for selling, rather than by 
canny customers. 

According to Mr Atkinson: 
"The buyer asks if the price 
can be reduced and the sales 
person responds by trimming 
the price rather than defend- 
ing the company pricing struc- 
ture." 

The report says the failure 
to negotiate effectively is driv- 
ing down prices and reducing 
UK profits unnecessarily. 



w * 

VE 





Y 


< 





emarrrooRRaumoN.* 

“During the week I design pumps and -niters . 

that protect rivers and lakes /rom pollution. 



On weekends I get to enjoy my work.** 
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Hjalraar Fries has a passion for canoeing and for the past 28 
years he's been giving back to his favourite sport as an inventor 
and designer at ITT Ftyp. 

ITT Flygt, part of ITT fluid "fechnotogy is the originator 
and hugest nmrfactuKrof hewydutysubmeislbleimips and 
mixers. But ift just one of eight diverse businesses that make 


up today *5 ITT Corporation. This, along with our investment in 
Alcatel Aisthom, makes us a multinational, US. $206 billion 
enterprise employing 110,000 people around the world. In fact, 
one out of three ITT employees lives and works in Europe. And 
whether Irk ITT Automotive, ITT Defense and Electronics, or ITT 
\forid Directories, these companies and all of our businesses 


share a common goal; lb Improve the quality of life. Because 
ifs not just how you make a living that’s important, it’s how 
you live. Just ask Hjalraar Fries. For more Information about 
rrr phone us om 322 643 144*). Or 
write to: ITT Europe, Are Louise, 

480 B-1050, Brussels, Belgium. 


ITT 
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Sir Richard Body (Holland 
with Boston): "l would rather 
slit my throat than vote for 
Maastricht ... If we bad an 
election this winter, the Con- 
servatives would be ousted.” 



William Cash (Stafford): “I 
ttiwfe- It would be foolish in 
the extreme to call our bluff, 
by saying that there would be 
an election. Who gains from 
an election but Labour?” 



Sir George Gardiner (Reigate): 
“The prime minister’s aides 
must stop bullying the Tory 
party with threats of extinc- 
tion, Our doty is to vote as we 
see the country's Interests.” 




Nicholas Budgen 

(Wolverhampton South West); 
“I don’t Bri nk he can ™afc» it 
an election issue. He doesn't 
have the right to call an elec- 
tion. He can ask the Queen.” 



Toby Vessel (Twickenham): “I 
think the whips will asked to 
try to scare people into imag- 
ining that if Maastricht is 
defeated it will lead to an elec- 
tion. I tftfnfc that is bluff.” 



Sir Teddy Taylor (So nth end 
East): “There is no way the 
government could possibly fall 
an this. It is purely a device to 
try and strike fear into the 
hearts of potential rebels.” 



Michael Spicer (Worces- 
tershire Sooth); “Every day 
tha* has gone by an additional 
person has committed them- 
selves in public to voting 
against the ML" 


Rebels face tough test of resolve 


Labour’s tactics 
kept under wraps 


MR JOHN MAJOR’S 
attendance at the service to 
marie the 50th anniversary of 
the battle of El Aiamein neatly 
coincided with the launching 
of the prime minister's politi- 
cal counter-attack against the 
band of Tory Eurosceptic reb- 
els. 

Before there is any question 
of reachiug the hand-to-hand 
combat that is likely to charac- 
terise the line-by-line scrutiny 
of the Maastricht Bill, how- 
ever. Mr Major has first to win 
his vote in the paving debate 
in the Commons on November 
4. The skirmishing in the 
run-up to that debate resem- 
bles not so much a battle as a 
game of poker - albeit with 
high and ever-rising stakes. 

The Euro-rebels, faced with 
the threat that the prime min- 
ister would call an election if 
the government were defeated 
in the paving debate, seem to 
be concluding that their scepti- 
cism should not be confined to 
Europe. 

In a catalogue of issues from 
the continued employment of 


Mr David Mellor to the pro- 
spective unemployment of 
some 30.000 miners, the gov- 
ernment has begun by taking a 
determined line and ended by 
offering concessions to the 
view from the back benches. 

On the economy, the shift in 
emphasis from the battle 
against inflation to the strat- 
egy tor growth has tod the gov- 
ernment to line up more 
closely with - some would say 
behind - its MPs. 

So on past performance, the 
rebels may feel justified in dis- 
missing as a bluff toe prospect 
of an election if they play a 
winning hand and delay the 
Maastricht bllL 

There has even been a whiff 
of concession already on tun- 
ing. Deciding to schedule the 
statement on public spending 
and a related economic debate 
between the paving debate and 
the start of the detailed discus- 
sion of the bill itself is an 
attempt by ministers to win 
over Tory backbenchers con- 
cerned about the apparent 
irrelevance of the Commons 


debating Maastricht Instead of 
paying attention to the econ- 
omy. 

Having won that concession 
even before last Thursday 
evening's rebellious meeting, 
Tory Euro-sceptics might also 
ponder how far an election is 
an ultimatum that Mr Major 
could deliver even if he himself 
is determined to carry it out. 

Over the past few days, Mr 
Major h a s underlined that the 
policy on Maastricht, to press 
ahead with the debate and 
with toe bill, was agreed by all 
the cabinet on Thursday and 
comes not from the prime min- 
ister alone but from the gov- 
ernment collectively. 

But coded messages In minis- 
terial speeches at the Tory 
party conference earlier this 
month suggested that not all 
ministers feel as committed to 
the agreement as Mr Major 
does, having put his signature 
to it If the government were 
defeated in the debate next 
week, there could be ministers 
who find “opportunities” in the 
new situation, much as oppor- 


tunities were found by some in 
sterling's precipitate exit from 
the exchange rate mechanism. 

While Mr Major might feel 
that the government's author- 
ity bad been so undermined by 
a successful revolt on Europe 
that It should resign, he would 
have to carry his cabinet col- 
leagues with him. The power- 
fhl executive of the 1923 com- 
mittee of Tory backbenchers 
would also doubtless have 
views on any decision to call 
an election nniesa the govern- 
ment had actually lost a 
motion of confidence. 

The question of bluff Is not 
all on one side. As previous 
Tory revolts have shown, reb- 
els find it easier to talk up 
their concern than to vote 
against the government Even 
if they are reasonably confi- 
dent that success would not 
lead to an election, they cannot 
be anything lilw> as ce rtain that 

it would, not lead to a contest 
for the kaiWdiip of the party. 

Senior ministers point out 
that Mr Major reflects the 
mood of the party on Europe 


more closely than any of his 
cabinet colleagues. Any succes- 
sor in the short term would be 
more likely to come from the 
Euro-enthusiast wing of the 
party. 

The danger, of which Mr 
Douglas Hurd warned at the 
Tory conference, of the party 
tearing itself apart over the 
issue, also cannot be dis- 
counted If a more divisive 
leader took over from Mr 
Major. If that happened, an 
early election would loom. The 
adaption of the social chapter 
of the Maastricht agreement by 
an incoming Labour govern- 
ment is not part of the Tory 
rebels' game pbm- 

In the lead-up to the debate, 
Tory whips will be using their 
traditional mixture of threats 
and promises to finesse a gov- 
ernment victory, while minis- 
ters also have some room for 
manoeuvre over the precise 
toms of the motion. Not all 
the cards have hwgn itoit and 
there is still all to play for. 

Alison Smith 


By Alison Smith 

MYSTERY and suspense are 
dearly Labour's tactics as the 
Commons nears confrontation 
on the Maastricht treaty - 
whatever their tactics at the 
end of that debate to pave the 
way for the return of the Maas- 
tricht BUL 

The Opposition decided last 
week that they would not give 
gove rnm ent whips the comfort 
of being able to work an the 
basis of a known Labour 
stance. 

That position was compli- 
cated slightly at the weekend 
with speculation that toe gov- 
ernment might turn the issue 
into a matter erf confidence. Mr 
John Prescott, shadow trans- 
port secretary, said yesterday 
that if the motion was one of 
confidence, it wonld be 
Labour’s job to vote against it 

The shadow cabinet will dis- 
cuss tactics at its regular meet- 
ing on Wednesday, but the 


motion for the debate may not 
be available then. Labour has a 
delicate task of balancing Its 
views on Europe with its job in 
the House. 

One option is that Labour 
could put down an amendment 
that simply regretted that the 
government was proceeding 
with tiie Maastricht Bill before 
Denmark’s position on ratifica- 
tion was clear. 

Such an amendment might 
appeal to some Tory Euro- 
sceptics, but it might also 
make Labour more vulnerable 
to Tory charges of reneging on 
its commitment to Europe. 

Alternatively, it could put 
down an amendment express- 
ing its broadly pro-European 
stance and deploring once 
again the absence of the social 
chapter from the version of the 
treaty agreed by the UK. That 
would deny it any prospect of 
Tory rebel support on that par- 
ticular vote, but would put its 
position dearly on the record. 


Parcelforce sale is studied 


By Alison Smith 

MINISTERS are examining 
aspects of European Commu- 
nity competition policy as part 
ol work on privatising Parcel- 
force, the loss-making parcel 
delivery arm of the Post Office. 

Mr Michael Heseltine, trade 
and industry secretary, said in 
July that the government 
Intended to privatise the organ- 
isation as soon as possible, but 
ministers are conscious that 
Parcelforce stands to lose its 
exemption from value added 
tax once it ceases to be part of 
the Post Office. 

The issue has been high- 


lighted by Mr Peter Hain, 
Labour MP for Neath, who has 
written to Mr Heseltine, 
demanding a statement to the 
House of Commons on how the 
government intends to deal 
with the loss of VAT exempt 
status. 

He says that would mean 
Parcelforce customers facing 
rises of at least 17.5 per emit, 
and argues that losing VAT 
exemption would jeopardise 
the profitability of the busi- 
ness, making it a less attrac- 
tive proposition for potential 
purchasers. 

Parcelforce has the leading 
34 per cent share of ordinary 


parcel deliveries but only 2 per 
cent of the premium “next- 
day” market 

Its turnover for 1991-92 was 
£50Bm and it sustained a Loss of 
£24m. 

Mr Heseltine indicated in the 
summer that the government 
would make available financm 
support so that management 
and employees could make a 
bid. 

Ministers say that the ques- 
tion is not as stra ig htforward 
as Mr Hain suggests, and that 
it may be possible to bring the 
organisation into the private 
sector without simply losing 
the VAT exemption. 


Post Office privatisation ‘feasible’ 


By Roland Rudd 

PRIVATISATION of the Post 
Office is feasible, in spite of 
earlier fears that it might jeop- 
ardise tfrg nationwide delivery 
network, Kleinwort Benson, 
the government's adviser on 
the future of the service, has 
told ministers. - 
In a progress report for the 
Department of Trade and 
Industry, the merchant bank 
says a regulated privatised 
Post Office could continue to 
deliver letters to every address 
In the OK without charging 
more hi rural areas, 
ft describes Royal Mail, the 


Post Office’s letters division, 
which last year made pre-tax 
profits of £2S6m, as a classic 
candidate for a flotation. 

The less profitable Post 
Office Counters, which hxntih** 
social security payments, 
would be harder to sell sepa- 
rately. Kleinwort believes that 
in spite of last year's £26m pre- 
tax profits, the division’s net- 
work is fundamentally uncom- 
mercial. One option is to float 
it off with Royal Mail 

While the study is only a 
first draft and contains no 
recommendations, it is likely 
to strengthen toe case for pri- 
vatising the Post Office. How- 


ever, no decision will be taken 
until toe government receives 
a further report costing the 
various options. 

Mr Michael Heseltine. trade 
and industry secretary, has 
emphasised the government’s 
commitment to a nationwide 
delivery service within a uni- 
form and affordable structure 
of prices. He also wants to 
encourage competition. 

Kleinwort’s report says those 
objectives are neither mutually 
exclusive nor threatened by 
privatising the Post Office. 

Competition could be encour- 
aged by reducing the Royal 
Mail’s monopoly on letters 


costing less than £1 to a level 
closer to a first-class stamp 
and by opening up its postal 
network to private couriers. 

TNT, the Australian delivery 
company, and DHL, the inter- 
national courier, might seek to 
carry mail and then, in rural 
areas, be able to pay the Post 
Office network to deliver their 
letters on toe final leg through 
Royal Mail 

The concept Is similar to 
interconnection In the telecom- 
munications industry, where 
long-distance telephone compa- 
nies, such as Mercury, can pay 
BT to ioute the final part of a 
call. 


Lautro 
orders 
life policy 
inquiry 

LAURENTIAN Life, the life 
assurance company, confirmed 
yesterday that Lautro, the 
industry regulator, had started 
an Inquiry into the possible 
sale of tens of thousands of 
unsuitable policies, Schehera- 
zade Daneshkhu writes. 

The move follows a prelimi- 
nary review of several hun- 
dred policies by Lautro, which 
raised doubts that best advice 
had been given to customers. 
Unless the review of a further 
3,000 policies - by Tilling, 
hurst, the consulting actuaries 
- contradicts toe Lautro find- 
ings, Laurentian Life will be 
asked to review all policies 
sold by its tied agents. 

Lautro, which earlier this 
year summoned the chairman 
of Laurentian, Lord Marsh - a 
former cabinet minister - 
over the Issue, is particularly 
concerned about the sale of 
policies by tied agents who 
had not gathered sufficient 
information about clients. 

Lautro fears that Lauren- 
tian ’s salesmen have sold 
long-term savings plans - 
which pay rich commission to 
them - to young people with 
no dependants and that indi- 
viduals have been transferred 
out of occupational pension 
schemes to personal pensions 
with no good reason. 

Mr Paul Stott, head of com- 
munications at Laurentian, 
denied reports that any com- 
pensation to its clients would 
be “financially disastrous'’. 

DTI wins injunction 
against Channel 4 

CHANNEL 4 was prevented 
from showing a programme on 
the City last night after the 
Department of Trade and 
Industry was granted an 
injunction. 

The DTI moved to prevent 
toe second programme in the 
series Greed and Glory disclo- 
sing details erf the unpublished 
investigation Jiito the Guin- 
ness affair. Channel 4 said last 
night it would try to get the 
injunction lifted and show the 
programme next Sunday. 

KPMGsmrey 

MANY successful medium- 
sized companies are investing 
almost blindly in cross-border 
business activities, according 
to a survey by consultants 
KPMG. Many seemed unaware 
of the complexities and pftfoUs 
of moving into different econo- 
mies and cultures. 
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9 per cent TREASURY LOAN, 1992-19 96 

The Bank of England announces that Her Majesty’s 
Treasury intends to redeem at par all of 9 per cent 
Treasury Loan, 1992-1996 on 28th January 1993, for 
cash. From that date no farther interest will accrue. 
Formal notice of redemption by Her Majesty’s Treasuiy 
will appear in the London Gazette on 27th October 1992. 

Formal notice of redemption will be issued to 
stockholders by the Registrars in due course. 

BANK OF ENGLAND 
LONDON 


THIS NOTICE DOES NOT CONSTITUTE AN OFFER FOR 
SALE AND THE STOCK DESCRIBED BELOW IS NOT 
AVAILABLE FOR PURCHASE DIRECT FROM THE 
BANK OF ENGLAND. 


ISSUE OF £1,000,000,000 

I'A percent TREASURY STOCK, 1998 


SCHEDULE OF PAYMENTS: 


On issue 

On 28th January 1993 


£25.00 percent 
£74.50 per cent 


The whole of the above Stock has been issued to die Bank 
of England on 23rd October 1 992 at a price of £99^0 per 
cent. 

The Stock will be repaid at par on 30th March 1 998. 

Interest will be payable half-yearly on 30th March and 
30th September. The first interest payment will be made 
on 30th March 1 993 at the rate off l .6958 per£ 100 of the 
Stock. 

Application has been made to the Council of The 
International Stock Exchange For the Stock to be admitted 
to the Official List: dealings in the Stock are expected to 
commence on Monday, 26th October 1992. 

Copies of the notice in lieu of prospectus may be obtained 
by post from the Bunk of England, New Issues, Southgate 
House, Southgate Street. Gloucester, GL1 IUW; at the 
Central Gilts Office, Bank of England. I Bank Buildings, 
Princes Street, London, EC2R 8EU or at any of the 
Branches or Agencies of rhe Bank of England: at the Bank 
of Ireland. Moyne Buildings, 1st Floor, 20 Callender 
Street, Belfast, BT1 5 BN: or at any office of The 
International Stock Exchange in the United Kingdom. 

BANK OF ENGLAND 
LONDON 

23rd October 1992 


FT CONFERENCES 

FINANCIAL REPORTING IN THE UK 
London, 26 November 
The Accounting Standards Board's proposals for the treatment of 
off-baiance sheet finance and capital Instruments, mergers and 
acquisitions, goodwill, the operating and financial review and the 
profit and loss account will be reviewed by Mr Andrew Lermard 
and Mr Allan Cook from the Accounting Standards Board, 

Mr P Raymond Hinton of Arthur Andersen, Mr Graham Stacy of 
Price Waterhouse and Mr Nigel Stapleton, Chairman of the 
Technical Committee, 1 00 Group of Finance Directors. 

MANAGING FINANCIAL RISKS 
London, 30 November & 1 December 
The workshop is an intensive, practical course aimed at those 
who wish to understand the principles and practices of financial 
risk management. It combines comprehensive technical 
reference material with an Interactive format, case studies and 
worked examples. 

VENTURE FORUM EUROPE *92 
London, 2-4 December 
Co-sponsored by the Financial Times and Venture Economics, 
the Forum brings together an expert speaker panel to review the 
opportunities for venture capitalists In a rapidly changing 
European environment. Forum, sessions will focus on 
performance measurement, the need for investor relations in 
venture capital, direct Investment by institutions, exft strategies 
and succession problems In European owner-managed 
businesses. 

PETROCHEMICALS INDUSTRY 
STRATEGIES FOR SURVIVAL 
London, 8 & 9 December 
This year's conference will focus on restructuring and 
rationalisation, consider the challenges of making operations 
more competitive and discuss the role of mergers, acquisitions 
and strategic alliances. Speakers taking part Include: Mr Ronnie 
Hampel, Chief .Operating Officer, Imperial Chemical Industries; 
Mr Peter, Kwant, Vice President - European Petrochemical 
Division, Shell International Chemical Company; Mr Stephen 
Pettit, Chief Executive Petrochemicals Division, BP Chemicals 
and Dr Halo Trapasso, Chairman and CEO, MonlecatinL 

WORLD PULP AND PAPER 
London, 14 & 15 December 

The conference arranged by the Financial Times in association 
wife the Confederation of European Paper Industries will bring 
together a distinguished panel of International industry leaders to 
share their views on the long-term prospects fa- the imfijstry and 
to assess how corporate strategies are changing (n a more 
complex and competitive environment. New horizons and new 
opportunities opening up for the future will also be assessed. 
Speakers include Dr Ba Berggrerr of STORA, Mr Alain Soufas of 
Arjo Wiggins Appleton, Mr Erling S Lorentzen of Aracruz 
Cekdose, Mr Dick Eykel of N.V. Royal KNP, Professor Eduard 
Akim of the All-Russian Pulp and Paper Research Institute and 
Mr H C Bowen Smith oi Dillon, Read & Co. 

Ail enquiries should be addressed to: Financial Times 
Conference Organisation, ! 02-103 Clerfcenweil Road, London 
ECIM 5SA. Tel: 071-251 9321 (24-hr answering service) Telex: 
27347 FTCONF G, Fax: 071 -251 4686. 


Sex bias found in work appraisals 


By Lisa Wood, 

Labour Staff 

POORLY designed per- 
formance appraisals can lead 
to sexual discrimination m pay 
and promotion, according to a 
report funded by the Equal 
Opportunities Commission. 

The report, by the institute 
of Manpower Studies, exam- 
ined malt pay and appraisal 
systems in a local authority, a 
finance company, a manufac- 
turing company and a caterer. 


Some of the schemes more 
than others unintentionally 
discriminated against women. 
The DCS recommended that 
companies regularly monitor 
toe allocation of merit pay 
increases by sex, ethnic group, 
job level and length of service. 

In the finance company, the 
report said, mate managers val- 
ued attributes such as dyna- 
mism, assertiveness, motiva- 
tion and ambition among the 
qualities they sought in subor- 
dinates. Female managers val- 


ued flexibility, perceptiveness 
and honesty. The report said 
such perceptions might Influ- 
ence the opportunities open to 
women at a company with a 
male-dominated management. 

Women, the report said, 
tended to underestimate their 
skill levels. That might mean 
they lost out In appraisals. 

Findings also suggested that 
men at similar Job levels and 
appraisal ratings as women 
were more likely to be offered 
training anrf promotion. 


Commenting more generally 
toe report said some scheme 
set performance targets tha< 
were subjective and so open U 
discretionary judgment bj 
managers. Qualitative mea 
sures - such as awareness o 
client needs - were more opei 
to subjective judgments thai 
quantita t ive measures such a t 
sales targets. 

Merit Pay, Performana 
Appraisal and Attitudes. IMS, 
University of Sussex, Palmer, 
Brighton BNl 9RF. 524. 



Come Join 
The European 
Economic 
CommiinitvOf 
Georgia, USA. 

Atlanta isn't the only 
reason Georgia has an 
international reputation. 

Since 1980, the European 
economic community in 
Georgia has grown from 
326 to 827 businesses. 

Such phenomenal growth 
didn’t happen by accident 
or by miracle. Instead, our 
growth was planned, in 
Georgia, government 
works with business- not 
against business.. 

Join a community that 
can help your business 
reach a new state of 
growth. Contact Mr. 

James Blair, Managing 
Director, European Office 
of the State of Georgia, 

380 Avenue Louise, 1050 
Brussels, Belgium. Tele- 
hone: 32-2-647-7825, 

•AX: 32-2640-6813. 
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GEORGIA 
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U.K. WATER INDUSTRY 


The FT propoaei to pvMfah tbi» mnsjr on 

Dmtol 1W2. 

The 10 water «aa}»Mi» of Eag frnri and Wale* an con u nitt p] to a £28 HBon i meaumm programme. 
To Amer what the FT fa ptuanf and how to reach our hormaffanal aadhnce of dedfea 
iiat e B , nOototU nod pwonnt o/ftp tm U MmtmM • 

CSw Radford 
Tefc QZ72 29236) 

Fax; 0272 Z2W74 
. Mattel Home, 

Raid 
I 4RU 


FT SURVEYS 



Why tiik chairman never 

FORGETS TIIK DAY HE REACHED IHS 
FIRST SALES TARGET. 



If you would like more information, please telephone our Business Gift 
Division on: 0582 422793 or Fax: 0582 456097(22941. A.T Cross (UK) 
Limited, Concorde House, Concorde Street, Luton, Beils LU2 0JD. 
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Unionist 
leaders set 
to withdraw 
from talks 

By Our Belfast Correspondent 

ULSTER'S political leaders and 
British and Irish ministers 
embark <m another round of 
bilateral discussions this week, 
knowing that both Unionist 
delegations, will be with- 
drawing . from the talks 
before the November 16 meet* 
ing of the Anglo-Irish confer- 
ence. 

The Rev Ian Paisley, Demo- 
cratic Unionist leader, has 
already said his delegation will 
be withdrawing in the previous 
week as the secretariat servic- 
ing the conference will be back 
in operation. 

In Belfast at the week- 
end Mr James Molyneatrx, the 
Ulster Unionist leader, told 
his party’s annual conference 
that he also regarded the 
November 16 meeting as the 
deadline. 

Mr Molyneaux said: “As far 
back as three years ago, both 
governments agreed to sus- 
pend the Anglo-Irish confer- 
ence and secretariat for the 
duration . of the talks. It 
was clearly accepted that if 
and when the two govern- 
ments terminate the suspen- 
sion, they thereby terminate 
the talks." 

Most observers feel there is 
little chan ce of Unionists and 
nationalists reaching agree- 
ment in the time left 
The three strands of the 
talks have been taking place 
alongside one another. There 
has been wide-ranging discus- 
sion on possible structures for 
devolved government in North- 
ern Ireland, new north-south 
institutions and links between 
London and Dublin, but there 
is little sign of agreement on 
the horizon. 


Major faces call from 
coal probe committee 


Opera/ Max Loppert 


By David Owen 

MR JOHN MAJOR, the prime 
minister, may be summoned to 
appear before the all-party 
trade and industry select com- 
mittee during its investigation 
into the coal industry and UK 
energy policy. 

This follows weekend reports 
- later denied by Downing 
Street - that Mr Major agreed 
to intervene personally to 
obstruct a European Commu- 
nity initiative to block Colom- 
bian coal Imports on anti- 
dumping grounds during a 
South American visit this sum- 
mer. 

Downing Street said yester- 
day that the possibility of an 
anti-dumping action had not 
been discussed and that this 
would be a matter for the 
European Commission. How- 
ever, it acknowledged that 
energy had been on the agenda 
during the visit, which 
included a trip to a BP oil rig. 

The committee - under the 
chairmanship of Mr Richard 


Cabom, the Labour MP - is 
set to begin its Inquiry tomor- 
row by questioning Mr Michael 
Heseitine, trade and industry 
secretary. 

Mr Stan Orme, a former 
Labour energy spokesman who 
sits on the committee, said 
that he planned to question Mr 
Heseitine on the Colomblah 
allegations. He would also ask 
Mr Heseitine whether it was 
true that the government was 
"deliberately encouraging" 
miners to take the redundancy 
terms that were on offer. 

Mr Cabom said the commit- 
tee’s principal aims in tomor- 
row's questioning would be 
twofold: first, to determine the 
reasoning behind the original 
decision to lay off 31,000 min- 
ers, and second, to obtain an 
assurance that the committee 
would not be refused access to 
information given to the gov- 
ernment during the course of 
its own inquiry. “We don’t 
want the government saying in 
January, ‘if you had seen all 
this information, yon would 


have come to a different con- 
clusion'." Mr Cabom said. ‘ 

He confirmed the committee 
would be prepared to hear 
commercially confidential evi- 
dence in camera. The commit- 
tee is aiming to complete its 
inquiry by mid December so 
that its report can be prepared 
over the Christinas recess. 

The total UK coal market is 
estimated at between 80m and . 
85m tonnes this year, with 20m 
tonnes of that coal imported- * 
The market will shrink by 
about 25m tonnes next year; 
when the power generators a re 
expected to sign contracts with 
British Coal for only 40m 
tonnes, compared with this 
year's 65m tonnes. Imports, 
however, are expected to con? 
Hmie to increase, by bet*®^ 
about 10 per cent^aad /K> 
cent a year, atthotAb 
in the medium tern&'ri“ JJ® 
restricted by limits 
dling capacity of WJf 
Imports fram €°Ioinl>h* 
double to a boot Sut tonoes over 
the next ifeW yeais., 
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March for jobs: an estimated 200,000 protesters march through central London in protest at the plan to close 31 pits 

200,000 march against pit closures 


MPs to review power sell-off 


By David Owen 

A SECOND influential 
Commons select committee Is 
to scrutinise aspects of the 
power generating industry in 
England and Wales while the 
government is conducting its 
review of coal mining and 
Britain's long-term energy 
requirements. 

The public accounts commit- 
tee (PAQ will next month start 
to examine the privatisation of 
the electricity generators 
PowerGen and National Power. 

Sir Peter Greg son. perma- 
nent secretary at the 


Department of Trade and 
Industry, will be among wit- 
nesses called by the body, 
which is chaired by Mr Robert 
Sheldon, the former Labour 
Treasury minister. 

Although the principal focus 
of the committee’s inquiries 
will be to assess whether the 
government succeeded in 
maximising its proceeds 
from the sale, the industry s 
future competitiveness in 
the light of the growing 
practice among electricity 
distributors of building 
their own gas-fired power 
stations is also _ ex ‘ 


pected to be scrutinised. 

professor Stephen Little- 
r hflrt, the electricity industry 
regulator, is meanwhile bring- 
ing forward his review of the 
way electricity distribution 
companies buy their power 
supplies. 

The PAC inquiry follows a 
favourable report on the sale of 
the generators by the National 
Audit Office, the public-spend- 
ing watchdog, earlier this year. 
The NAO praised the now 
defunct department of energy's 
handling of the offer, saying it 
had introduced a number of 
innovations. 


By Andrew Adonis 

An estimated 200,000 people 
marched through London in 
driving rain yesterday to hear 
speakers from across the polit- 
ical spectrum call for a 
national • crusade to halt 
threatened pit closures. 

Central London was jammed 
for several hoists as the public 
marched to Hyde. Park along- 
side miners, politicians and 
trade unionists toshow their 
support for the miners. 

In a scathing personal 
attack, Mr John Smith/Lqboor 
leader, told the rally titt&Mr 
John Major should “protect 
the national interest and 
to be a prime minister*, 
urged him to “go down the* 
pits you want to shut and look 


at the investment ... which 

would be written off if this 
derision goes ahead. Speak to 
the miners whose skills are 
unique and Irreplaceable, and 
above all visit their families 
and think of what will happen 
to them if your plans go 
ahead,” he said, to loud 
rimers. 

The rally was an effort by 
tiie Trade Union Congress to 
sustain popular momentum 
against the government’s 
attempt last week to close 
more than half Britain’s pits, 
which it was forced to shelve 
pending a three-month review 
to stave off a near certain 
defeat in the House of Com- 
mons. 

Mr Arthur ScargiU, presi- 
at of the National Union of 


NQneworkers, appealed to the 
country not to “leave us iso- 
lated in this struggle”. He 
urged ., the TUC to “take on 
board” the NUBTs call for “a 
national day of action” a gainst 
the closures. 

“I want demonstrations like 
this in every town and city 
throughout Britain until this 
government changes' Its policy 
and withdraws its threat to 
dose pits and sack miners.” 

Neither Mr Smith nor Mr 
Norman Willis, TUC general 
secretary, made any reference 
to the possibility of such 
action. Mr Smith simply 
pledged Labour to “fight for 
Britain’s interest”. 

Mr Willis stressed the neces- 
sity of sustaining cross-party 
opposition to the closures. 


“We must form new alliances. 
We either learn to live 
together as sisters and 
brothers, or we shall perish 
together as fools,” he said. 

Mr Paddy Ashdown, Liberal 
Democrat leader, condemned 
the government’s “callous 
indifference” to the miners, 
and described as the “real 
heroes and heroines” of the 
last week those who marched 
and spoke up for the miners. 

The rally was good 
humoured and speeches were 
Interspersed by a brass band 
and choir. Most of the banners 
on display were from the SUM 
while the Union of Democratic 
Mine workers, which broke 
away from Che NUM during 
the 1984 miners’ strike, was 
barely in evidence. 


Council tax estimates 
soar and may exceed £600 


By Alison Smith 
and Ralph Atkins 

ESTIMATES FOR the average 
council tax bill for a home In 
the middle property band have 
soared and coqld exceed , £600 
when the tax is introduced 
next April, senior Whitehall 
officials believe. 

The figure is higher than 
ministers were suggesting even 
in private earlier this year, and 
is above the £400 average fig- 
ure produced by the depart- 
ment of the environment last 
year. 

The new, oue-per-honaehold 
tax, which will replace the poll 
tax on Individuals, is under- 
stood to have suffered in the 
current fierce contest as public 
spending on local government 
is cut in favour of capital pro- 
jects to boost jobs. 

Environment ministers are 
keen to play down the impor- 
tance of notional average fig- 
ures for the council tax, but 


the £600-pius figure is a sign 
that bills are set to rise faster 
than expected in areas such as 
London- and the south-east 
where house prices were above 
national averages when valua- 
tions were carried out . 

Mr Michari Howard, environ- 
ment secretary, is said to have 
agkflri Mr John Major, prime 
minister, to protect spending to 
support the tax, but was told 
Mr Major would not intervene. 

Ministers know that the new 
tax will bring protests from 
those better off under the poll 
tax. But they are convinced 
that the structure of the tax - 
which provides discounts to 
single people, and exemptions 
for those on very low incomes 
- makes it likely to be more 
popular than poll tax. 

Mr Howard hinted yesterday 
that support for the new tax 
had become a victim of the 
tough spending round discus- 
sions. Speaking on BBC televi- 
sion, Mr Howard said that 


whether to give his department 
the £2bn It has been estimated 
it would need to soften the 
impact of the new local tax sys- 
tem was one of the “very diffi- 
cult decisions" faced by cabi- 
net ministers on the public 
spending committee. 

He wanted to ensure that the 
government made “the right 
judgment, the right balance , 
about the council tax and pro- 
jects such as London’s Jubilee 
Line extension. 

Mr John MacGregor, transport 
secretary, has reinforced his 
efforts to secure the extens i on , 
but the Treasury is adamant 
that it should not get priority. 

Mr Michael Portillo, Trea- 
sury chief secretary, is to hold 
an informal meeting today 
with senior members of the 
Tory backbench finance com- 
mittee and with Tory MPs on 
the all-party Treasury commit- 
tee, to discuss public spending 
in advance of next week's 
autumn statement 
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^ FannieMae 


$ 800,000,000 
6.05% Debentures 

Dated October 27, 1 992 Due October 27, 1 897 

Interest payable on April 27, 1993 and semiannually thereafter. 

Series SM-1997-T Cusip No. 313586 5S4 
CaBabte on or after October 27, 1995 

Price 1 00% 

*500,000,000 
7.30% Debentures 

Dated October 27. 1 992 Due October 28. 2002 

Interest payable on April 28, 1993 and semiannually thereafter. 

Series SM-2002-J Cusip No. 313586 5T2 
Callable on or after October 28, 1 997 

Price 100% 

The debentures of October 27, 1997 are redeemable on or after October 27. 1995 
and the debentures of October 26, 2002 are redeemable on or after October 28, 
1997. The debentures are redeemable in whole or in part at the option of the 

Corporation at any time (and from time to timp) at 1 00% of the principal amount 
redeemed plus accrued Interest thereon to the date of redemption. 

The debentures are the obligations of the Federal National Mortgage Association, a 
corporation organized and existing under the laws of the United States, and are 
Issued under the authority contained In Section 304(b) of the Federal National 

Mortgage Association Charter Act (12U.S.C. I7i6etseg.), 

The debentures, together with any Interest thereon, are not guaranteed by the 
United States and do not constitute a debt or obligation of the United Stales or of any 
agency or instrumentality thereof other than Fannie Mae. 

This offering is made by the Federal National Mortgage Association through 
its Senior Vice President-Finance and Treasurer with the assistance of a 
nationwide Selling Group of recognized dealers in securities. 

Debentures will be available in Book-Entry form only. 

There will be no definitive securities offered. 
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Now when you fly Malaysia Airlines First Class 
you can choose who sits next to you. 


When you purchase a First Class 4 
return from Heathrow to Malaysia or 
Singapore with Malaysia Airlines, you 
can take someone else along free. 

Someone you know will lend an 
ear. Not bend your ear. 

This exceptional offer includes the 
first two nights’ accommodation for the 
price of one at Kuala Lumpur’s newest 
and most exclusive hotel, the Istana. 

It’s our way of ensuring that you 
relax and enjoy all the comforts of 
First Class travel arid accommodation. 

The offer runs for travel commenc- 
ing October 1st 1992 
to March 31st 1993, 



by which time the outward journey 
to Kuala Lumpur or Singapore must 
have been taken. 

Passengers must reserve their tickets 
at the same time and travel out to- 
gether bur may return separately. 

Malaysia Airlines flies daily non- 
stop from Heathrow to Kuala Lumpur 
with convenient connections to major 
destinations in the Far East and Australia. 

Now with our two for one offer, 
Malaysia Airlines First Class has to 
be your first choice. For more inform- 
ation call your favourite travel agent 
or Malaysia Airlines 
on 081 862 0800. 
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5nds problems with Total Quality schemes 




come first 




Sir Richard Body (Holland 
with Boston): “I would rather 
slit my throat than vote for 
Maastricht ... If we had an 
election this winter, the Con- 
servatives would be ousted.” 


William Cash (Stafford): “I 
think It would he foolish In 
the extreme to «»ii oar btoff, 
by saying that there would be 
an election. Who gains from 
an election but Labour?” 


Rebels face t 



MR JOHN MAJOR'S 
attendance at the service to 
mark the 50th anniversary of 
the battle of El Alameln neatly 
coincided with the launching 
of the prime minister's politi- 
cal counter-attack against the 
band of Tory Euro-sceptic reb- 
els. 

Before there is any question 
of reaching the hand-to-hand 
combat that Is likely to charac- 
terise the line-by-line scrutiny clr> 
of the Maastricht Bill, how- hr-' 
ever, Mr Major has first to win 
his vote in the paving deh»* , ««^d 1 to 
in the Commons on J&vh systematic, 
4. The skirmish ovement. betao®- 
run-up to oetitlve chal/eng? f 
hies not sod other Pacific Run ^ 
game or pra ever 
high and 

aMSSSSE^— 

also insist that TQ, 

in th' 

be. 


sophy, has 

Mr David Mellor to the pn* ■JjJjKj 
spective unemployment to 

some 30,000 miners, the J^S^Jgainst 
eminent has begun by -tQ 

determined line and rfU nee d to do 

continuously 

view from the bar v - jQt '™ ride custom- 
emphasis rneren 

egy for—- ^ys ago the fodastry-led 
emr | r 1 Enr0pea ii Foundation for 


ous improvement, customer delight 
and people empowerment are a real- 
ity ... not a management consul- 
tant's buzz-words”. - 
The buzz-words are only too easy 
to mouth, as are the principles of 
TQ. But translating the principles 
into actions is another matter, toe 
report points out In particular, it ' 
says, top management must have a 


“gut commitment" suafity. - 

Programmes which are imposed 
&om above and bolted on to exist- 
ing procedures . do not work because 
they are ineffective and can even " 
“inoculate” organisations against 
real change, say toe authors. “Man- 
age and staff can. emerge after two 

to three years of time-consuming - 
work, familiar - with all the concepts 
.and jargon of quality, yet without a 
real improvement in performance. > 
fleopfe will then become cynical 
.. Any later attempt to organise a true 
quality effort will be made more 
difficult.” 

Senior management needs to take 
responsibility for quality,, rather 
than delegating it. “They should 
begin by understanding the TQ 
principles, assessing where their 
• organisation is and where it wants 
to be and then deciding what place 
TQ can, or should, have in their 
philosophy and strategy." 

Just as important, the route taken 



Rank Xerox, winner of Otis year's European Quality Award, trains all 3s 28,000 employees in Total Quality 


by individual companies to improve 
quality should be "home grown” 
.and internally developed. “Compa- 
nies need to be objective but also to 
value the things they inherit from 
the past which may differentiate 
them In the future.” For this self-as- 
sessment to be effective, a company 
seeds to benchmark its perfor- 
mance against worldwide best prac- 
tice, as Xerox and Motorola did in 
the US, and to listen carefully to 
customers and employees. 

The report concludes that, for 
most organisations, the LS09000 and 
BS575Q standards are not the best 


way to launch a Total Quality pro- 
gramme. Although the authors 
accept that the quality systems 
which they codify are important, 
they suggest that starting a TQ pro- 
gramme with them is “begintog a 
process of change with the bureau- 
cracy of quality: it puts the cart 
before the horse”. 

As part of the year-long research 
programme, toe As bridge research- 
ers completed six case studies. 
These covered: Grundfos, toe Dan- 
ish group which holds half of the 
world market in domestic water 
pomps; Nissan Motors' Sunderland 


Quality Management pres- 
ented its first ever European Qual- 
ity Award to Rank Xerox, the 
joint-venture office equipment 
group- 

The Japanese were the first, in 
the early 1950s, to introduce an 
award for manufacturing quality 
named after W Edwards Deming, 
one of the American advisers 
widely credited with being the 
founding fathers of modem TQ at 


Business bouquets can generate passion 


the end of the war. US industry 
finally woke up to the Issue in the 
early 1980s. In 1987, the US insti- 
tuted the Maleolm BaMrlge 
National Quality Award, named 
after the former US commerce sec- 
retary. .... 

Like its US counterpart, t£e 
European award is part of a 
broader campaign aimed at 
encouraging the use of. _ 

. — ■ - — — . _ 


pies to improve international com- 
petitiveness, particularly against 
the Japanese. 

•^Applicants for the award com- 
plete a self-appraisal using nine 
criteria: leadership, people man- 
agement, policy and strategy, 
resources, processes, people satis- 
faction, customer satisfaction, 
impact on society and business 
results. 


One common belief runs through 
toe awards - namely that quality 
matters to customers and that 
companies which ignore it will 
lose out 

Bolstered by this concern, more 
than three-quarters of British and 
US businesses now claim to have 
some form of quality programme 
hi place. However, critics suggest 
that many programmes are failing . 


The Baldrige award, ceremonially 
handed over by the US president to 
up to six companies a year, has 
become the subject of a fierce 
debate between US management 
experts. 

Critics have complained about 
its methodology, focus and lack of 
coherent philosophy. Some have 
faulted it for not honouring supe- 
rior product or service quality. 

It remains to be seen whether 
toe new European award generates 
such passions. 


manufacturing plant; Club Med, the 
French holiday and leisure com- 
pany; Ctba-Geigy's Italian market- 
ing. sales and distribution group; 
the UK-based parcels operations of 
Federal Express; and ICL Product 
Distribution, based in Stevenage, 
Hertfordshire, which is responsible 
for the storage and distribution of 
the computer group’s hardware, 
software and literature. 

The authors note that "few areas 
of business activity suffer from as 
much hype, exaggeration and confu- 
sion as Total Quality”. But while it 
would have been easy to produce a 
damning report "pointing to the gap 
between aspiration and reality in 
man y companies with TQ initia- 
tives'’, they argue this would have 
been a mistake, for an understand- 
ing of how TQ can be best tackled is 
still developing. 

The authors argue that there is “a 
rich vein of experience" In compa- 
nies which have worked with TQ, 
from which others can learn how 
better to implement TQ principles 
and improve competitive position. 

Making Quality Work - Lessons 
from Europe's Leading Companies; 
£100 from EIU 40 Duke Street Lon- 
don WIA 1DW. 
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'bile many companies are 
now starting to address 
broader issues than profit 
and wider audiences than share- 
holders. few hare been able to back 
up the rhetoric with much statisti- 
cal rigour. 

Tentative steps in that direction 
are being taken as part of a three- 
year research programme by 
Britain’s Royal Society of Arts into 
“Tomorrow's Company: the role of 
business in a chan g in g world”. 

Making the case for change at the 
RSA's latest seminar on toe subject, 
Roger Stubbs, deputy managing 
director of Mori, the market 


Putting a valip on people in a changing world 


research company, unveiled a poll 
showing that 42 per cent of City 
analysts and 80 per cent of the pub- 
lic believe British companies do not 
pay enough attention to their treat- 
ment of the environment 

They rank environmental protec- 
tion, employee welfare and commu- 
nity service as companies principal 
social responsibilities. Anti-poUu-,| 
tion measures and a safe 
were also important. 

These are not idle, 


cems for 
showed 
managers 
tore* 
are= 


MBpanies. The poll 
per emit of fund 
:ted private inves- 
over how their funds 
to increase in the next 
would seem to sug- 
it shareholders may increas- 
’take action against companies 
practices with which they 
not agree. 

How companies can measure and 
improve their performance to a 
wider, group of stakeholders 



remains extremely difficult. Most 
discussion at the RSA «»niinar con- 
centrated on valuing people. 

Alan Benj amin , chairman of 
Alphameric, argued that every com- 
pany’s key asset is people, and yet 
they are not valued under existing 
performance measures and are 
rather simply written off as annual 
expenditure. 

He said renewing “people assets” 
using continual education and 
training was essential Without it. 


the “knowledge base” of a company 
would depreciate. 

David Budworth. a consultant, 
suggested that one approach would 
be to use what he called an “inno- 
vation ratio". This would measure 
current expenditure not expected to 
produce a return in the current 
year, such as money spent on 
research and development 

The ratio would record the deteri- 
oration of intangible assets - toe 
non-physical elements of a company 


which generate value, including 
their employees. 

Given that there is considerable 
controversy about how to value 
intangible assets, he suggested cir- 
cumventing the debate by using a 
measurement of cash flow. 

ft may be some time before com- 
panies need to take these issues too 
seriously, however. There is consid- 
erable progress yet to be made, 
however, as a second survey pres- 
ented by Crispin Tweddle, chairman 


of Piper Trust, showed. 

A sample of contributors to 
investment funds such as pensions 
- drawn from middle managers in 
industry - knew nothing about 
how their money was currently 
invested, nor the policies adopted 
by the institutions, and did not look 
on themselves as shareholders. 

. This suggests that change is toe 
short term is more likely to be 
brought about by their own realisa- 
tion of a need for more sophisti- 
cated measures than by any direct 
shareholder action. 

Andrew Jack 
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BUILDING CONTRACTS 


Work 

house 


on new jewel Tarmac to 
ower of London complete 

motorway 


£33m orders 
won by Kyle 
Stewart 


KYLE STEWART has/*£n 
contracts worth aroundj°3m 
from Hostmead Developments, 
Cheltenham and . Gloucester 
Building Society,. Equity & 
Law investment managers, the 
Lord Chancellors ^Department, 
Marks & Spencer; the Property 
Services Agency and the Col- 
lege of Law. 

Work has already started on 
the £6m design and construct 
contract . for Hostmead Devel- 
opments for a WJEL Smith Dis- 
tribution Centre on the Wal- 
worth Industrial Estate at 
Andover, Hampshire. The proj- 
ect comprises a 26,000 sq metre 
steel frame structure with steel 
cladding and a 30 high- bay 
roller shutting doors. 

Cheltenham & Gloucester 
building society has awarded 
Kyle Stewart a contract to con- 
struct a two-story office build- 
ing with surface parking and 
landscaping at Barnes Wallis 
Road, Fareham, Hampshire. 
An adjacent office building will 
also be refurbished as part of 
the £5m contract 

The £4 m Equity & Law con- 
tract is for the construction of 
four warehouse units with 
office space totalling 12,600 sq 
metres on the Slyfield indus- 
trial estate at Guildford. 

Another contract, worth 
£6m, from the Lord Chancel- 
lor’s Department is for toe 
grade 1 listed Bloomsbury 
County Court in London to be 
internally reconstructed and 
refurbished to form the 
new Central London County 
Court. 

In addition, construction win 
commence shortly on a new 
Marks & Spencer store at Wey- 
bridge. close to the old Brook- 
lands motor racing track. Hie 
£8m contract will create a store 
offering toe toll range of Marks 
& Spencer goods including an 
extensive food hall, as well as 
offices and staff accommoda- 
tion. A large landscaped car 
park will also be a feature. The 
store is scheduled to open for 
Christmas 1993. 



An artist’s impression (above) shows toe expanded Jewel House 


BUILDING WORK will begin 
next month on the expanded 
ElQm Jewel House project at 
the Tower of London. The 
design and construction work 
is being managed by LKHRER 

McGovern interna- 
tional, part of the Bovis Con- 
struction Group. 

The new Jewel House will 
open for Easter 1994 and will 
accommodate over 2,500 visi- 
tors per hour - a total of 
20,000 visitors a day - whereas 
toe present area was designed 
In the 1960s for a peak atten- 
dance of 5,000 visitors daily. 

The new display area will be 
three times larger than at pres- 
ent and will be spread over toe 
whole of the ground floor of 
the Duke of Wellington’s bar- 
racks. The design incorporates 
a short length of slowly mov- 
ing door past the most impor- 
tant jewels.” 

The main objectives are to 
provide better viewing facili- 


ties, incorporate the highest 
level of security, allow access 
for disabled people and elimi- 
nate long queues. 

LMI has assembled a team of 
design consultants and other 
specialists who are working 
closely with experts from toe 
historic royal palaces. 

Mr Ken Percy, who is in 
charge of toe project for LMI, 
said: "We won this assignment 
because we were able to dem- 
onstrate that we bad the skill, 
experience and depth of 
resources necessary to handle 
a very complex and highly sen- 
sitive project 

“In total there are over 20 
trade contractors involved in 
the project and at peak we 
anticipate around 100 people 
working on the site. Given the 
sensitive nature of the project, 
strict security , precautions are 
already in place and will 
remain in force tor the dura- 
tion of the work." 


Haymills turns back the 
clock for listed buildings 


HAYMILLS (CONTRACTORS) 
has been awarded a restora- 
tion, conversion and new build 
contract worth £2m in connec- 
tion with the listed buildings 
on the Waddesdon estate, near 
Aylesbury, belonging to Lord 
Rothschild 

The contract involves the 
extensive restoration and con- 
version of existing Victorian 
dairy buildings and a buttery, 
re-using where possible the 
original materials such as 
existing roof timbers, roof 


trusses and roof tiles. The 
buildings' brickwork is to be 
relaid in toe Victorian tuck 
pointed style and natural stone 
and oak will be used internally 
on the windows, doors stair- 
cases and floors so as to 
m aintain authenticity through- 
out 

The formation of a courtyard 
area, two pavilions and 
the garden store, in close vicin- 
ity to the existing dairy 
buildings and buttery, will 
also be kept in period. 


TARMAC CONSTRUCTION Is 
to start work next month on a 
£26m scheme to build the final 
section of the M3 motorway in 
Hampshire. The completion of 
the London to Southampton 
motorway is among new con- 
tracts, worth more than £3501, 
won by Tarmac Construction. 

The six kilometres of dual 
three-lane carriageway and 
nine bridges will provide the 
missing motorway link 
between Bar End, Winchester, 
and Compton to complete the 
strategic route to the north. 

The two-year-long scheme 
includes three motorway junc- 
tions and interchanges at Bar 
End, Hockley and Shawford, 
with associated slip roads and 
four kilometres of side road 
diversions. 

Fifteen major structures are 
to be built comprising bridges 
- two across rivers and one 
over a railway track - cul- 
verts and retaining walls. 

Among the other contracts, 
refurbishment and repairs, 
costing £3.8m, are to be carried 
out to tower blocks erf flats for 
Birmingham City Council by 
Contracts Housing Division. 

A £L7m community residen- 
tial home and workshops for 
toe mentally handicapped is to 
be constructed at Rowde, near 
Devizes in Wiltshire, for the 
charity Care (Cottage and 
Rural Enterprises). 

Contract Housing's other 
new orders Include a £2m 
refurbishment of housing at 
Craigshill in West Lothian tor 
the Livingston Development 
Corporation. 

dyndebonrne project 
AMEC group company 
MATTHEW HALL has been 
awarded a £25m contract for 
building services work on the 
new Glyndebourne Opera 
House in Sussex. Working 
through Bovis Construction for 
Glyndebourne Productions, the 
company has been appointed 
to install, commission and test 
the building's mechanical, elec- 
trical, public health and fire 
systems. 

The contract forms part of a 
major construction programme 
to provide larger and improved 
facilities far the opera com- 
pany. 

The architect is Michael Hop- 
kins & Partners and toe struc- 
tural, mechanical and electri- 
cal consultant is Qve Arup. 


PEOPLE 


Fashionable banking 


There cannot be many bankers 
who have experienced as many 
changes in banking fashions as 
Sir John Hall, the new chair- 
man of The Nikko Bank (UK), 
the London commercial bank 
owned by one of Japan’s big- 
gest securities companies. 

Sir John, an old Etonian, 
spent the first half of his 
career climbing the boardroom 
ladder at J Henry Schroder 
Wagg, one of the London 
acceptance houses. 

However, in 1973 he joined 
Bank of America International. 
It was the period when the 
leading US hanks were keen to 
get involved in medium-term 
Euromarket lending and it was 
thought a new institution 
which combined merchant 
banking skills - Klein won 
Benson and Paribas were 
shareholders - with the bal- 
ance sheet strength of a big US 
commercial hank, would be a 
powerful force. 

In the event, US banks 
quickly learnt how to make 
medium-term loans and the 
merchant bank eventually 
became a wholly-owned subsid- 
iary of Bank of America. 

After a short stint with the 
US parent. Sir John was sec- 
onded to run the European 
Brazilian Bank, one of a group 
of consortium banks which 
specialised in lending money to 


one region, and in which Bank 
of America had almost a one- 
third stake. 

Once again the original ratio- 
nale did not survive the onset 
of the debt crisis in the devel- 
oping world in the early 1980s 
and in October 1988 the bank 
gave up Its banking status 
because It could not afford to 
make sufficient provisions 
against doubtful loans. 

A year later Sir John was 
made a managing director of 
the newly-established Nikko 
Bank (UK). It employs 120 
staff, has a balance sheet of 
£2.7bn and In the year to 
March made after-tax profits of 
£5.6m. 

Sir John. 61, who takes over 
as a non-executive chairman 
from John Cunningham, an ex- 
Coutts man, is confident that 
the life expectancy of his new 
vehicle is considerably longer 
than some of bis earlier 
charges. 

If he has learnt any lessons 
from his earlier career moves, 
it is not to have "all your eggs 
in one basket" and have plenty 
of liquidity in the balance 
sheet. Less than six months 
after he joined Eurobraz, two 
thirds of the bank's liquidity 
disappeared because of the 
debt crisis, and the problems 
this caused have left a lasting 
impression on Sir John. 


Russell Middleton, an India 
specialist who was managing 
director of ANZ McCaughan 
Capel Core between L989-1990, 
has been made head of the new 
Indian department at James 
CapeL 

Middleton, 45, first got inter- 
ested in the sub-continent 
when he went there eight 
years ago to attend the wed- 
ding of a friend from his Lon- 
don tennis club. One of his 
first tasks now is to give Insti- 
tutional clients at his new com- 
pany "the feel, small and taste 
of India". 

James Capel is this month 
opening a representative office 
in Bombay, to toe offices of Its 
parent HongKong Bank - 
staffed by two analysts, both 
Indians - but Middleton will 
continue to be based in London 
because that is where most of 
the major International institu- 
tional investors are still 
based”. 

Notwithstanding India’s 
manifest problems, and the 
recent stock market scandal 
which has badly shaken confi- 
dence, Middleton believes the 
country is “opening up very 
quickly”. Nor Is he unaware of 
the hazards, having been in 


Australia trying to interest 
investors in a closed-end fund 
which he was working on with 
his previous employer, bou- 
tique merchant bank Chescor, 
when Rqjiv Gandhi was assas- 
sinated and the country 
thrown into chaos yet again. 

He moved to Capel to allow 
himself scope to branch out 
from fund management and 
become involved in other areas 
- interesting foreigners In 
global depositary receipts and 
in newly available direct 
investment opportunities. 

Middleton, who comes origi- 
nally from Melbourne, began 
working with Australian stock- 
brokers Bain in London in 
1977, then joined McCaughan 
Dyson, taking charge of the 
Melbourne broker's London 
office to 1984. 

Correction 

The correct name of the 
economics consultancy 
referred to in an article on 
Thursday is London Economics 
(MES) Limited. 

London Economics is a com- 
pletely separate business and 
is not planning a name change. 


Finance moves 


■ Gavin Masterton has been 
appointed general manager 
and deputy treasurer of BANK 
OF SCOTLAND. He has been 

a general manager since 1986. 
■Charles Orme. former sailor 
partner of Orme & Co which 
was subsequently bought by 
Jardtoe Matbeson, and Jady 
Dallas have been appointed 
stockbrokers at CHR1STOWS 
in Exeter. 

■ Peter Camion has been 
appointed finance director of 
CONNELL and its subsidiaries 
Connell Residential and 
Connell Wilson. 

■Pierre Gervasi, formerly 
deputy md, has been appointed 
md of CAPITAL HOME 
LOANS, now owned by Credit 
Fonder de France. The 


previous md, Pierre 
Dardalhon, has moved to a 
position within the Societe 
Generate Group in London 
following Soc Gen's sale of its 
stake to Credit Fonder. 

■ Richard Golding, formerly 

a director of Klein wort Benson, 
is now executive director and 
head of the private placement 
group of NOMURA. 

■ Peter Moon, formerly 
investment manager of British 
Airways Pensions, has been 
appointed chief inv estm ent 
officer of UNIVERSITIES 
SUPERANNUATION SCHEME. 

■ John Davies, deputy chief 
executive of LLOYDS BANK, 
who was due to retire in 
February 1993. wfll now not 
retire until the end of 1994. 


Barclays’ forex change 


Barclays Bank has reshuffled 
the top management of its 
global foreign exchange opera- 
tion. bringing in Humphrey 
Percy, previously European 
managing director for swaps 
and options, to replace Steve 
Mazloumian, who had been 
doing the job for about a year. 

Percy, who Is just 35, has a 
different background from his 
predecessor. Mazloumian was 
imbued with the traditional 
Barclays foreign exchange cul- 
ture, unlike Percy, who 
decided, in the early 1980s, that 
the emerging futures and 
options markets were the most 
exciting place to be. 

He acknowledges that 
“senior management wanted a 
different approach”, and says 
his principal task is to 
accelerate the integration of 
Barclays’ 200-strong global for- 
eign exchange team by getting 

a more co-ordinated 
approach". 

“If we are watching a partic- 
ular level of the pound against 
the dollar for a customer in 
London, it is important that we 
should be comfortable passing 
this on to New York and to 
Tokyo round the clock,” he 
explains. 

There are plans as well to 
place a greater emphasis on 
"product development" 
acknowledging that Barclays 
has not, for example, been to 
the forefront or "foreign cur- 
rency option development. 

”1 want us to be able to 
deliver foreign currency 
options on a global ‘basis,” he 
says. 

Overall, the bank was rated 
number three by foreign 
exchange customers in this 
year's Euromoney’s customer 
approval survey, behind Citi- 



bank, and Chemical which has 
merged with Manufacturers 
Hanover. 

When Percy left school, 
which was Winchester, he 
went straight to Schroders, : 
where he spent six years prin- 
cipally in the foreign exchange 
division, including trading spot 
and forward forex. 

He then moved, in 1980, to 
Barclays Merchant Bank, ■ 
where he began to familiarise 
himself with the range of off- 
balance sheet products. 

to 19ft he was made Euro- ■ 
pean managing director of toe 
global swaps and options . 
group. 

He replaces Mazlo umian , an ; 
experienced foreign exchange 
haiui, who set up the bank’s 
dealing operation in Bahrain in ' 
1978, and moved to Tokyo as ' 
chief dealer a year later. 

Alter a spell back in London 
in the mid he returned to 
Tokyo as treasurer in 1957. • 
coming back to London just 
over a year ago. Mazloumian is 
now moved to head up the cen- 
tral bank liaison team. 
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A bri 


to fame 

Colin Amery 
admires the work 
of Calatrava 


S antiago Calatrava is- hardly a 
household name in England, 
but he deserves to be much 
better - known, as one of the 
most inventive and influential engi- 
neer/architects currently practising in 
Europe. 

He is famous principally for his 
bridges. He leapt to fame in the UK 
with an elegant design for the East 
London River Crossing which was 
rejected in favour of the unexcep- 
tional design that recently opened 
Calatrava was bom in 1951 in Val- 
encia where he qualified as an archi- 
tect. He went on to study engineering 
at the distinguished Swiss Federal 
Institute of Technology in Zurich. In 
1981 he established his office in Zur- 
ich and his work is to be seen in 
many major European cities. 

There is a marvellous opportunity 
to see almost his entire opus and 
some of his extraordinary sculptures 
at a major exhibition that has just 
opened at the Royal Institute of Brit- 
ish Architects, 66, Portland Place. 
London, W.l. until November 14. 

The exhibition has considerable 
drama and excitement bemuse that is 
the nature of this man’s brave 
designs. There is so mething of the 
single-mindedness of another famous 
Spanish architect in the work of Cala- 
trava - the Barcelona architect 
Antonio Gaudi. 

1 was reminded of that weird dis- 
play in the crypt of the miffaighad 
church of the Sagrada Familia of Gau- 
di's models and structural experi- 
ments for his incredible cathedral. 
Looking at the almost primitive, whit- 
ened bones of Gaudi's experiments 
was a powerful experience. There is 
something of that sudden draught of 
potent originality about this display 
of Calatrava's work in London. 

Calatrava's structures are much 
more skeletal than Gaudi's. Gaudi put 
putrescent and colourful flesh on his 
twisted bones. Calatrava's powerful 
structural exercises are not so 
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The Almillo Bridge, Seville: beautiful curves and feats of balance are typical of Santiago Calatrava 


organic. He does create beautiful 
curves and, like all great engineers, 
sometimes achieves feats of balance 
that look impossible but work. 

1 have seen two of his recent works, 
both of them in Seville. As part of its 
Expo ’92 plans. Seville wanted eight 
new bridges over the River Guad- 
alquivir. Not all of these were built, 
but the Alamillo Bridge by Calatrava 
now stands like a giant, stringed boo- 
merang spanning 200 metres across 
the Meandro San Jeronimo. 

The bridge is an exercise in count- 
er-balance, the rearing pylon on one 
side of the bridge balancing the 
weight of the actual level traffic deck. 
Thirteen pairs of steel cables act as 
stays and give the bridge the appear- 
ance of some giant ancient stringed 
instrument. 

The other creation of Calatrava at 
the World Expo 'OH in Seville was the 
pavilion for the Kuwaiti Government 
Here he created an angular crown of 
intersecting curved and pointed ribs 
around the pavilion. The effect was of 
a giant opening flower - with an 


illusory but almost tangible sense of 
movement 

The design of this pavilion demon- 
strated the inspirational power of 
nature in Calatrava's work. The exhi- 
bition demonstrates that he draws 
beautifully - from the live model and 
from nature. He is an engineer with 


an eye. 

alatrava is young to have 
m achieved so much and hag 

K clearly benefitted from the 

recent Spanish modernisa- 
tion and building boom. There is a 
lovely simple pedestrian bridge he 
designed for a small town near Barce- 
lona and tiie very remarkable tower 
known as, the Monijuich Communica- 
tions Tower, which was built as part 
of the preparations for the Barcelona 
Olympic Games. 

Tt stands next door to the enormous 
indoor sports arena designed by Arata 
Isosaki and is a somewhat surreal 
object, looking like a giant tuning 
fork above the town. I was reminded 
of a very similar, angipd communica- 
tions tower designed by the British 


firm Future Systems for a hypotheti- 
cal site in London’s Hyde Park. 

In Zurich his major work is the new 
Stadelhofen Railway Station - he 
won the design competition for this in 
1963. The station occupies a promi- 
nent site next to the Opera House 
Square, at the foot of the hilly park 
that marks the edge of the old city’s 
fortifications. 

Highly sculptural in form the sta- 
tion platforms and canopies curve 
around the foot of the hill like a bony 
snake: on the lower level curved con- 
crete structures suggest the inside of 
some giant rib cage. 

Calatrava also collaborated on the 
new station in Lucerne which 
replaced the great 19th century sta- 
tion that was burned in 1971. In Lyons 
the TGV trains now connect with the 
airport and the dramatic winged sta- 
tion is almost the largest of Calatra- 
va's works. It promises to be 
extremely elegant - developing, as it 
does, the familiar Saarinen Anagn for 
Kennedy Airport’s TWA building. 

One thing comes out very clearly 


Theatre/Alastair Macaulay 

Which Witch 


Sponsorship 


HERE it is - the musical from 
Hell. Which Witch has been 
sent as a punishment on all 
those who scoffed too harshly 
on poor feeble little Bernadette 
two years ago. Bernadette, a 
martyr to muddle-headedness, 
at least meant well; it was 
merely Dr JekylL But Which 
Witch, brash and cynical, is Mr 
Hyde. Although replete with 
witches’ sabbat, exorcism, 
inquisition, torture scene and 
burning at the stake, it man- 
ages to be excruciatingly duIL 

The composers, the Norwe- 
gian Ingrid Bjornov and Bene- 
dicte Adrian, are the chief per- 
petrators. They met in a 
sandbox at the age of two (no 
comment), and have been hard 
at work on Which Witch since 
1986. Albums have already 
been released, concert perfor- 
mances have been given, and 
hype is busy. 

In addition, Bjornov also 
conducts the music from the 
pit, and Adrian performs the 
leading role. 

But the music for Which 
Witch is not only bland, it is 
also ludicrously inconsistent It 
has a pop-baroque overture, a 
funky-rock executioner’s song, 
numerous operatic trimmings 
and pretensions (even a col ora- 
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OPERA/DANCE 
Deutsche Oper Julia Varady 
sings the title role in Aida 
tomorrow and Frl. RenG Kollo 
sings Florestan in Fideiio on 
Wed. Sat an evening of BGjart 
choreographies. (3410 249) 
Staatsoper untar den Linden 
Tonight's performance is foe 
Nureyev production of Sleeping 
Beauty. Tomorrow: Ariadne auf 
Naxos. Wed: Daniel Barenboim 
conducts Harry Kupfer’s new 
production of Parsifal, with Poul 
Elming, John Tomlinson and 
Wattraud Meier (also Sun and 
Nov 22). Thurs: fi barbiere di 
Siviglia with Aiison Browner. 

Fri: Entfuhrung with Eva Mei and 
Matti Salminen. Sat ballet gala 
with guests from Stuttgart Ballet 
and Paris Op6ra Ballet (2004 762) 
Komische Oper This week's 
programme includes Kupfer 
productions of Die Zauberflote 
(Thurs), Entfuhrung (Frl) and 
Gluck's Orfeo (Sat), with Jochen 
Kowalski as Orpheus (2292 555) 
MUSIC 

Scfiausptefftaus Tonight at 20.00, 


tura mad scene), and whole fal- 
low acres of sub-tuneftil decla- 
mation that tread the murky 
borderline between Les Mis. 
and Lloyd Webber. 

It even has, to accompany a 
Renaissance wedding dance, a 
tango accompanied by rock 
drumming. 

Which Witch fails even to tell 
its narrative well. Maria Vit- 
toria, fosterdaughter to a noble 
Roman house in the era of Far- 
neses and Gonzagas, is in love 
with Daniel a priest, and her 
love does not fail even when 
she is rejected by her adoptive 
family or when, after eloping 
with Daniel and then losing 
him again to God, she is 
arraigned as a witch. 

Bjo/mov and Adrian call it 
“the powerful story of a 
woman who refuses to conform 
- choosing instead to follow her 
heart and recognise that her 
consuming love for a man for 
the Chun*, cannot be denied.” 
But It is unclear whether the 
big witches' scene that closes 
the first half Is real or dreamt 
The overall pace is far too 
slow, the very ending much too 
sudden. 

The words are by Kit Hes- 
keth-Harvey (no Widow in 
attendance here). The line in 


his programme bio which 
reminds us that he studied 
with Sondheim should be sup- 
pressed: what did he learn? 
These lyrics are sheer dog- 
gerel, alternating between 
cheap comedy (two girls we 
never see again chant “Chas- 
tity’s extremely dull God, I 
want to be a bride") and plod- 
ding exposition. Here’s a typi- 
cal couplet “We can -not aS-ford 
to wait,” TU find you at the 
cf-ty gate.” And the music 
weights every syllable like a 
tombstone. 

Richard Hudson’s designs 
and Mark Bailey's costumes 
are the show’s only commend- 
able feature. As Maria Vittoria, 
Adrian looks pretty but sings 
- painfully flat - in the worst 
kind of undernourished 
squeezed tones. Graham Bick- 
ley, as Daniel, has a better 
voice, but not enough power. 
As his scheming sister, Vivien 
Parry demonstrates severe 
problems with moving in and 
out of her chest register. There 
are moments when yon can 
giggle at Which Witch, but not 
many. It is a just a very dreary 
melodrama. 

Piccadilly Theatre (071) 867 
1118 


T HE Palace . of 
Eszterhaza in west 
Hungary was built on 
a foundation of music. 

I Its great period in the latter 
half of the 18th century, when 
Prince Esterhdzay brought 
Haydn there as composer in 
residence and enjoyed 
unrivalled evenings of musical 
splendour, echoes on in its 
walls, its rooms, its very fabric 
- even if the palace has 
sometimes found itself used 
since the war for less gracious 
purposes, such as the billeting 
of Soviet troop6. 

Now there is an ambitious 
plan to put the building to use 
as an educational centre for 
music. Since 1986, the Prague 
Mozart Foundation wants to 
turn Eszterhaza into a college 
for advanced musicians and 
when a trial run for a 
European equivalent of the 
American Marlboro festival 
was first tried out in France, 
the scheme has followed a 
twisting path, which at times 
has seemed to grasp at any 
opportunity as it presented 
itself. 

The present set of plans, 
however, looks set to become 
reality. The Foundation, which 
intends to adopt a new title 


Eszterhazay influence 


with the word "European”, 
prominently on its letter-head, 
wishes to turn the changed 
political scene to its advantage 
and establish a major 
presence in central Europe. It 
will embrace three countries - 
Czechoslovakia, Hungary and 
Poland - with public 
performances or festivals in 
each, at Prague, Budapest and 
Krakow respectively. 

The idea seems to have 
captured the imagination of 
European leaders. Jacques 
Delors had hoped to come to 
the launch weekend, but a 
certain other gathering in 
Birmingham dashed on the 
same evening. President Gfincz 
of Hungary and Vaclav Havel 
of Czechoslovakia each 
attended one of the concerts, 
which were held at Eszterhaza 
and tbe barely less elegant 
castle of Dobris outside 
Prague. 

Their influence is likely to 
prove critical if the money for 
the scheme is to be found. The 
cost of renovating Eszterhaza. 
which will surely be very 
considerable, was not included 
in the calculations. But even 
setting that aside, the arwmai 
operating budget is calculated 
at some $42m each year. 


The- Foundation foresees 
three likely sources of funding. 
A third of the total is expected 
to come from individual 
support; a third should come 
from scholarships for the 
students at $20,000 a time 
(the EC has said it will 
fund those from eastern 
Europe, western European 
governments will fund their 
students, while those from 
the rest of the world will 
need private funding); the 
remaining third will have 
to he found from sponsor- 
ship. 

In the present economic 
climate the total plan is 
ambitious inrfced Undaunted, 
however, the Foundation is 
pressing ahead with the 
auditioning of its first intake of 
students and preparations for 
its first operatic production, 
which is to be Mozart’s 
Idomeneo. 

An immensely Impressive 
list of musicians has agreed to 
participate in the academy and 
its concerts. The first 
festival is already planned 
in Prague for April next year. 
The momentum looks 
unstoppable. 

Richard Fafrman 


Opera/ Max Loppert 

Solti’s expert, 
unmoving 
‘Otello’ 


from the RIBA exhibition: the skill 
with which Calatrava has developed a 
unity between architecture and engi- 
neering. His buildings and structures 
are refined works of art. They have a 
coherence and completeness which is 
the mark of a highly skilled designer. 

It is a joy to sense a great visualiser 
at work - someone who utilises the 
third diniwnginn in a sculptural and 
functional way. There is something 
Gothic about his creations - because 
they have a structural drama without 
any unnecessary high-tech razzma- 
tazz. 

The fact that his work is now scat- 
tered across Europe in a style free of 
nationalistic restraints also makes 
him like a Gothic master. Calatrava is 
definitely a man with beauty in his 
bones. 

Sponsored by Generali tat Valencia. 
(There are special guided visits to the 
exhibition that last 40 minutes that 
can be booked by telephoning the 
RIBA Events Office 071-580 5538 
extension 4335.) 


THE most affecting moments 
came after final curtain. Georg 
Solti, having conducted the lat- 
est Royal Opera Otelio revival 
two days after his 80th birth- 
day, was feted onstage, and 
then presented with tokens of 
the house’s esteem: the post of 
Music Director Laureate, a sil- 
ver rose (Der Rosenkavalier 
was the first opera he con- 
ducted in the house), tbe ring 
from his first Co vent Garden 
Ring and the goblet from the 
1971 Tristan which brought bis 
rirv-afte as Music Director to a 
idose. 

Two operatic veterans 
closely associated with Solti 
and much loved in London, 
Hans Hotter and Birgit Nils- 
son, were there as (respec- 
tively) ring- and cnp-bearer. 
Nilsson's speaking voice, ring- 
ing bronze-toned through the 
auditorium, provided the even- 
ing’s great moment of vocal 
thrQL 

What preceded the ceremony 
was a highly polished, power- 
fully worked Verdi reading 
which left me largely unstirred 
and untouched. Not entirely. 
Kiri Te Kanawa, a gracious but 
pale-toned and pallid-spirited 
heroine for most of the evening 
(with even an unfamiliar slight 
flutter of unsteadiness at its 
start), delivered the Willow 
Song in a stream of exquisitely 
moulded sound and in the 
death scene began to phrase 
with eloquence and emotional 
vivacity. Placido Domingo 
cried out "Desdemona! Desde- 
mona! Ah, mortal” in exactly 
the tones of grandest tragedy 
- varied in colour and jagged 
with passion - that earlier one 
had so much missed in his sol- 
idly routined singing and act- 
ing. 

These were reminders of the 
impact the roles of hero and 
heroine can have: welcome but 
into , and insufficient. 

Solti conducted my first 
OteUo (at Covent Garden not 
quite 25 years ago, with 
McCracken, Carlyle and 
Gobbi). Then, he was a hard- 
driving Verdian, urging fierce 


excitements out of tbe music, 
prone to open the orchestral 
floodgates at climaxes (in 
which all but the most penetra- 
tive voices were likely to 
drown). 

Now. the approach is much 
more light-fingered. Rhythms 
have a spring, not a whiplash. 
Textures are ventilated. (Only 
some ill-tuned choral singing 
caused any clogging.) Singers 
are lovingly supported. Tbe 
work is viewed whole, not in 
sections. 

On this level of executive 
achievement any expressions 
of critical reservation must be 
a confession of personal taste. 1 
missed a haze of string warmth 
in the love duet, a broadening 
of the tempo (and a concomi- 
tant increase of emotional 
expansiveness) at key 
moments. 

I missed the traditional 
Otelio spaciousness in the 
ensembles, the feeling in tbe 
hero's Act 3 monologue of 
after-the-storm bush reverber- 
ant with grief. Solti still seems 
to me to keep at arm’s length 
the “inner life" of Verdi’s 
music: for all the technical 
marvels of Friday's 
performance, I continue to find 
him an unmoving OteUo con- 
ductor. 

The one untried element on 
the cast-list is Sergey Leifer- 
kus, here undertaking his first 
Iago. He produces a precise, 
finely channelled, darkly glow- 
ing baritone that, while not 
conventionally Verdian, suits 
the music excellently. He holds 
a balance between the smiling 
face and the scheming mind 
which owes nothing to la go 
cliche (apart from the peals of 
laughter at the close of the 
Credo, which should be aban- 
doned). 

He floats and colours the 
Dream while keeping Its narra- 
tive coolly unfolding. He will 
develop much further in the 
role; already, on a stage mainly 
given over to the expertly pre- 
dictable, he provides the genu- 
ine dramatic and musical inter- 
est 



Eltahu Inbal conducts foe Berlin 
Symphony Orchestra in Mozart’s 
Haffner Symphony, Liszt's 
Totentanz (Gerhard Oppitz) and 
Stravinsky’s Firebird suite. Thurs: 
Berlin Capella presents a 
Stravinsky programme. Sat 
Hans-Dieter Baum conducts 
Berlin Radio Orchestra in works 
by Handel, Bach and 
Tchaikovsky. Nov 5,6,7: Salvatore 
Accardo plays Prokofiev’s Second 
Violin Concerto with the BSO 
(2090 2156) 

Philharmonic Tomorrow in the 
Kammermusiksaal, foe Polish 
Chamber Philharmonic Orchestra 
presents a programme of Rossini 
string sonatas. Wed: Mecklenburg 
Chamber Orchestra plays 
Beethoven and Mozart Thurs. 

Fri, Sat Daniel Barenboim 
conducts Berlin Philharmonic 
Orchestra in works by Bruckner 
and Schubert James Levine 
conducts foe BPO on Nov 4. 6, 

8 and 9. Seiji Ozawa conducts 
two programmes later in Nov 
(2548 8232) 

■ BRUSSELS 

THEATRE 

The Royal Shakespeare Company 
presents The Comedy of Errors, 
directed by Ian Judge, daily from 
tomorrow till Sat at foe Theatre 
National (217 0303) 

OPERA 

Tomorrow at the Monnaie, 

Antonio Pappano conducts foe 
first night of Guy Joosten's new 
production of Un baflo in 
maschera, with Galina Kalinina, 
Franco Farina, Livfa Budai and 
Knut Skram. Runs till Nov 15, 
next performances on Thurs and 


Sun. Fri: Thomas Hampson song 
recital (219 6341) 

■ GENEVA 

Geneva's first jazz festival opens 
tomorrow evening at Plainpatais 
and runs till Sat Tomorrow's 
programme features Nina Simone 
Trio and John McLaughlin. Wed: 
Joe Henderson Trio and Maynard 
Ferguson. Thurs: Brecker 
Brothers and Etta James. Fri: 
Lionel Hampton. Sat James 
Blood Ulmer and George Gruntz 
Chicago Cantata. Tickets from 
Grand Passage (310 6611) or 
Ticket Comer (376 6225) 

■ MILAN 

From tomorrow till Sal the Ballet 
of La Scala presents dally 
performances of the Nureyev 
production of The Nutcracker. 

Next Mon: La Scala Ballet School. 
Nov 11: Riccardo Muti conducts 
the Orchestra of La Scala. Nov 
23: Dmitri Hvorostovsky song 
recital (7200 3744) 

■ NEW YORK 

DANCE 

Paul Taylor Dance Company is 
in residence this week and next 
at City Center. Nov 18-22: 

Houston Ballet Dec &Oan 3: Alvin 
Alley American Dance Theater 
(131 West 55th Si between Sixth 
and Seventh Avenues. Call City 
Tbe 581 1212) 

OPERA 

Christine Weidinger sings foe 
title role In tonight’s performance 
of SemiramJde at the Met, 
repeated on Fri. Tomorrow and 


Sat afternoon: Tosca with 
Pavarotti and Dimitrova. Wed 
and Sat evening: Philip Glass’s 
new opera The Voyage. Thurs: 
Madama Butterfly. Next Mon: 
L'elisir d’amore (362 6000). State 
Theater has City Opera 
productions of Die Zauberflote, 
Die Fledermaus and Carmen (870 
5570). The Philip Glass/ Robert 
Wilson music theatre piece 
Einstein on foe Beach can be 
seen at Brooklyn Academy of 
Music Nov 19-23 (718-636 4100) 
MUSIC 

Roger Norrington conducts the 
Orchestra of St Luke's at Avery 
Fisher Hall on Wed in a 
Beethoven programme including 
foe Violin Concerto (Thomas 
Zehetmair) and Fifth Symphony. 
Tomorrow’s New York 
Philharmonic programme, 
conducted by Kurt Masur, is also 
all-Beethoven; the three Leonore 
overtures and Seventh 
Symphony. Klaus Tennstedt 
conducts foe next series of 
Philharmonic concerts (Thurs, 

Fri, Sat and next Tues) featuring 
Mahler’s Sixth Symphony. Guest 
conductors in Nov include Zubin 
Mehta, Andre Previn and Kurt 
Sanderling (875 5030). Nov 4 at 
Carnegie Hall; Horacio Gutierrez 
piano recital. Nov 15; Thomas 
Hampson song recital (247 7800). 
Nov 13 and 14 at Brooklyn 
Academy of Music: Glass 
Reflections, including world 
premiere of Philip Glass's Low 
Symphony (718-636 4100) 

■ UTRECHT 
Vredenburg 20.15 Antoni 
Ros-Marba conducts foe 


Netherlands Chamber Orchestra 
in works by Copland and 
Ginastera, with Andrei Gavrilov 
soloist in Mozart’s Piano 
Concerto no 20. Thurs: piano 
recital by Peter Rose!. Sat 
Edward Downes conducts Hague 
Philharmonic Orchestra in works 
by Debussy, Reger and 
Stravinsky (314544) 

■ VIENNA 

CONCERTS 

Konzeithaus Wien Modern, 
Vienna's annual contemporary 
music festival, opens tomorrow 
and runs till Nov 27. This year’s 
featured composers are Luigi 
Dallapiccola, Hans Werner 
Henze, Iannis Xenakis and Kurt 
Schwertsik. Tomorrow and Wed: 
Asko Ensemble plays music by 
Xenakis, Dallapiccola and others. 
Thurs: piano recital by H omero 
Francesch. Fri: Gianluigi Gelmetti 
conducts Henze’s Seventh 
Symphony. Sat: Claudio Abbado 
conducts the Gustav Mahler 
Jugendorchester (712 1211) 
Musikverein Stefan Vadlar is 
piano soloist in tonight's concert 
by Ensemble WJen-Berlln, 
featuring music by Francaix, 
Mozart, Milhaud and Poulenc. 
This is part of a series entitled 
Satie and Les Six, which also 
includes concerts conducted by 
Michel Plasson on Thurs and 
Fri, featuring the Pekinei Sisters 
(505 6356). This week's 
programme also includes a 
concert by the Orchestra of foe 
18th century on Wed and a 
Schubert and Brahms piano 
recital by Alexis Welssenberg 
on Sat (505 8190) 


OPERA 

Staatsoper Tonight’s performance 
is Le nozze di Figaro, with Cheryl 
Studer, Bryn Terfel and Anton 
Scharinger (also Thurs). 
Tomorrow: L’elisir d’amore with 
Leontina Vaduva, Roberto Alagna 
and Gabriel Bacquier. Wed: 
Minkus’ ballet Don Quixote. Fri: 
Prokofiev’s ballet Romeo and 
Juliet Sat Der Rosenkavalier 
(51444 2960) 

Volksoper A new production of 
Gottfried von Einem’s opera 
Dantons Tod opens tomorrow 
(repeated on Fri). This week’s 
repertory also includes Die 
Fledermaus tonight, Nabucco 
on Wed and My Fair Lady on Sat 
(51444 3318) 

Kammeroper The company 
celebrates the start of its 40th 
season with a production of 
Henze’s English Cat opening 
tonight at 19.30, repeated on 
Wed. Sat and Nov 7. 9 and 11 
(513 6072) 

THEATRE 

Ariel Dorfman’s Chilean drama 
Death and foe Maiden opens at 
the Theater in der Josetstadt on 
Frl (402 5127). The Voiksfoeater 
has a new production of Edward 
Bond's The Sea tomorrow and 
Fri (932776). This week's 
repertory at foe Burgtheater and 
Akademietheater Includes Ibsen's 
An Enemy of foe People and 
Shakespeare’s Macbeth (51444 
2218) 

• Telephone sales of tickets 
for foe Staatsoper, Volksoper 
and Burgtheater are available 
worldwide for holders of credit 
cards by ringing Vienna 5131 
513 
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Why the Gatt 
talks matter 


WHOM THE Gods wish to destroy, 
they first make mad. A half a mil- 
lion tonnes of soyabeans is - so 
the world is informed - all that 
now obstructs an agreement of the 
greatest importance both to the 
global economy and to harmoni- 
ous relations among the great 
trading powers. If so, this is 
lunacy. The Gatt talks are too 
important and the need for agree- 
ment too urgent to permit such 
folly. 

Huge sums are being bandied 
about as the potential benefits 
from trade liberalisation. Such cal- 
culations must be tentative. But 
economic integration has been the 
engine of world prosperity 
throughout the post-war era. 
There is, for example, much talk 
of the large “home markets" that 
the EC's single market programme 
or the North American Free Trade 
Agreement will secure for those 
within them. But the more suc- 
cessful the Gatt becomes, the 
more producers, wherever located, 
will be able to look on the world 
as a whole as their home market 

As striking as the potential 
rewards for success is the price of 
failure. Roughly half of world 
trade is among, not within, the 
world's main regions, if such trade 
is to survive, let alone grow still 
further, it needs to be put on a 
liberal and, as important, a pre- 
dictable basis. There is a serious 
danger, however, that the failure 
of the Uruguay round talks would 
lead to progressive unravelling of 
the benefits for global trade of 
what has already been achieved 
under the Gatt. 

Agreement matters as much for 
global politics as for economics. 
This is partly because prosperity 
provides the underpinning of polit- 
ical stability. It is also because 
diplomatic relations both between 
developing and developed coun- 
tries and among developed coun- 
tries focus ever more on economic 
matters. Trade is already at the 
head of any agenda for discussions 
between the EC and the US. But 
such disputes can no longer be 
held in check by cold war security 
relationships. They must be han- 
dled on their own terms, which 
only a rule-based system like the 
Gatt can hope to ensure. 

If a successful Uruguay round is 
important, no less important is an 
outline agreement before the US 
election. Mr Clinton is unlikely to 
repudiate a successful deal But if 


there is no outline agreement, the 
entire Uruguay round will go into 
abeyance, while the new adminis- 
tration tries to renew its fast track 
legislative authority and sort out 
its priorities. There is, in addition, 
no reason to suppose it will be 
easier to reach an agreement with 
a Clinton administration and, 
given the protectionist tendencies 
of many in the Democratic party, 
good reason to believe it may be 
still more difficult. 

This may be precisely what 
those who oppose agreement, 
notably the French government, 
may hope. If so, it should consider 
the implications for an already 
quite unstable world economy of a 
breakdown in these talks, espe- 
cially when the EC’s failure to 
give the US satisfaction over soya- 
beans is likely to lead to a tit-for- 
tat protectionist war as well 
A half a million tonnes of soya- 
beans is the ostensible reason for 
failure to complete the deal But 
the French government probably 
does not want one at all, for 
domestic electoral reasons, prefer- 
ring the tawdry comforts of failure 
over the risky politics of success. 
There is even soffo voce question- 
ing in Paris of the painfully 
achieved deal for reform of the 
Common Agricultural Policy, 
which forms the basis of the EC's 
position in these talks. The Ger- 
man government is internally 
divided, but part of it is quite 
happy to hide behind French 
reluctance to agree export limits 
on cereals, in order to protect its 
own production of cereal substi- 
tutes. Mr Delors appears tempted 
by the delusion of an adolescent 
EC standing up to a bullying 
American big brother. Meanwhile, 
In Washington an enfeebled 
administration is under pressure 
from its domestic form lobbies. 

Notwithstanding all obstacles, 
an agreement is needed now, 
partly to show the EC is capable 
of effective action. Both sets of 
negotiators should be instructed 
to reach the best deal they can 
this week. Let the obstructive 
forces in the EC and the US then 
dare to vote the deal down. Let the 
French or German governments 
dare to scupper the Uruguay 
round over their right to dump 
cereals in world markets or pro- 
tect their soyabeans. Both sides 
must now be put to the only true 
test: acceptance or rejection of a 
negotiated package. 


Favourite airline 


AS IF THE furore over the coal 
industry were not enough, British 
Airways’ proposed acquisition of 
Dan-Air throws up yet more ques- 
tions about how far the UK priva- 
tisation programme bas resulted 
in genuinely free markets, When 
BA was privatised, it was part of 
government policy that local com- 
petition should be fostered. In the 
event, smaller UK competitors 
have mostly gone bust like Laker, 
formed protective alliances with 
big foreign carriers like British 
Midland or been taken over by BA 
like British Caledonian. 

Some of this may be due to the 
quality and cheapness of BA’s ser- 
vice. If so, it is worth asking how 
for BA has been kept up to the 
mark by the gadfly activities of its 
smaller competitors. But it is also 
due to BA's market dominance; 
and that is partly due to the anti- 
quated system by which BA holds 
airport slots as inherited assets. 

In normal circumstances, there 
would be a clear case for the Dan- 
Air deal being referred to the 
Monopolies and Mergers Commis- 
sion. The proposed merger entails 


an evident loss to the consumer, 
in that BA will cease to compete 
with Dan-Air on a number of 
routes. However, a reference 
would doubtless result in BA cry- 
ing off, In which case Dan-Air’s 
holding company might well go 
under. This would lead to job 
losses in the first instance, even if 
in the longer run economically 
viable routes and slots were 
picked up by other competitors. 

But it is not sensible to ignore 
the context In the depths of reces- 
sion. it seems perverse to add 
some 400 to the ranks of the unem- 
ployed and to increase the burden 
on the banking system through a 
receivership which could be 
avoided. But the underlying logic 
remains. It is not in the public 
interest that BA should continue 
to be assisted In overcoming its 
smaller rivals by a faulty system 
of regulation. If this deal must 
grudgingly be allowed through, it 
is all the more important that the 
government should tackle the 
strategic Issue of how to throw 
routes and airport slots open to 
the forces of the free market 


London’s health 


THE PUBLICATION of Sir 
Bernard Tomlinson’s official 
report on the future of London’s 
health services has led to another 
burst of campaigning on behalf of 
well-known hospitals in the firing 
line for closure or merger. A gov- 
ernment already badly shaken by 
the reaction to its plans for ration- 
alising the coal industry will need 
to keep its nerve if it is not to 
succumb to misconceived pressure 
from those seeking to defend these 
much-loved institutions. 

Sir Bernard and his colleagues 
have produced a convincing case 
for action. London's health service 
is overburdened with hospitals, 
carrying hefty overheads and 
duplicating specialist services. 
Great though their reputation is, 
they consume 50 per cent more 
resources per bead of population 
than hospitals in other cities. 
They also raly on a flow of 
patients from outside their local 
areas which is drying up as the 
internal market in the health ser- 
vice encourages doctors to refer 
their patients to local hospitals 
which are cheaper. 

At least as important as closing 
costly excess hospital capacity is 
the need to improve London's 
community health services. Too 
many Londoners are served by 
over-stretched, single-handed fam- 


ily doctors working from poor- 
quality lock-up premises. London 
GPs employ fewer practice sup- 
port staff, do less health screening 
and have bigger patients’ lists 
than their colleagues elsewhere. 

Yet family doctors are playing 
an increasing role in healthcare 
nationally. Many operations which 
previously needed hospital facili- 
ties are now carried out by day 
surgery which can be provided 
locally In health centres. Although 
these are both cheaper than hospi- 
tals and more convenient for 
patients, London lags well behind 
in the provision of such facilities. 

Tomlinson says that a shift from 
hospitals to primary health care 
could be self-financing, with the 
cost of enhanced community ser- 
vices balanced by savings on hos- 
pitals. 

Mrs Virginia Bottomley, the 
health secretary, will have to fight 
for extra resources to ease the 
transition, however, if the 
improvements in primary health 
care are to be apparent before the 
hospital rationalisation begins. 
Her initial response - promising 
consultation with the staff and 
hospitals and consideration for the 
needs of health service staff - 
shows that one lesson has been 
learnt from the debacle over pit 
closures. 


T he moderation which 
has always been a hall- 
mark of Canadian poli- 
tics is is serious danger 
of being undercut by the 
outcome of a national referendum 
to be held today. 

If opinion polls are right, voters 
will reject a constitutional reform 
package which was designed to 
unite the disparate regions and pop- 
ulation groups of the world’s sec- 
ond-biggest country, but has ended 
up exposing their divisions. 

The future of Canada itself could 
be at stake. Mr Joe Clark, the con- 
stitutional affairs minister, gloomily 
predicted last week that a No vote 
would inexorably lead to the prov- 
ince of Quebec going its own way 
by the end of the century. "I think 
gradually the country would just 
come apart," Mr Clark said. 

The Yes forces are still praying 
for a last-minute miracle. Many vot- 
ers, especially in Quebec, may have 
a change of heart as they ponder 
the economic costs of prolonged! 
political uncertainty and the possi- 
ble break-up of their country- The 
Yes side could even pick up a few 
votes in the surge of Canadian pride 
which has followed the Toronto 
Blue days’ victory over the Atlanta 
Braves in the World Series baseball 
championship on Saturday night 
The referendum will not be bind- 
ing on the federal parliament or 
provincial legislatures, whose ratifi- 
cation is still required for the new 
constitution to take effect But it 
will be impossible to put the latest 
proposals into practice without a 
Yes vote in Quebec and a clear 
majority of the nine mainly 
English-speaking provinces. 

Besides heightening uncertainty 
about Canada’s future, rejection of 
the proposals will be a sharp slap in 
the face to moderate, mainstream 
politicians. Prime Minister Brian 
Mulroney, opposition leaders and 
the premiers of the 10 provinces 
have spent the past two years pains- 
takingly piecing together a deal 
Voters will be asked today 
whether they endorse the fruits of 
those labours In the form of the 
carefully-balanced Charlottetown 
agreement (named after the capital 
of Prince Edward Island where it 
was signed last August and where, 
incidentally, the Canadian federa- 
tion was bom 125 years ago). 

The architects of the Charlotte- 
town deal had two chief aims. First, 
they had to produce a document 
acceptable to Quebec. The franco- 
phone province refused to sign Can- 
ada’s 1982 constitution and was left 
at the altar in 1990 when Manitoba 
and Newfoundland failed to ratify 
the Meech Lake accord, the con- 
tents of which were similar to, but 
less far-reaching, than the latest 
proposals. 

Second, the latest proposals have 
attempted to redress some of the 
long-standing grievances of western 
Canadians and aboriginal Indians 
and limit Quebec's right to "pre- 
serve and promote” its unique 
French character would be 
enshrined in the constitution. Its 
ability to do that would be but- 
tressed by giving the provincial 
government control over such mat- 
ters as culture and immigration. On 
the other hand, the francophone 
province would not get jurisdiction 
over other areas of government - 
such as regional development - 
which it has sought 
Western Canadians would gain 
stronger influence in faraway Ott- 
awa through reform of the federal 
Senate. The present impotent cham- 
ber, which is filled with patronage 
appointees mostly from Ontario and 
Quebec, would be replaced by an 
elected body with equal representa- 
tion from all 10 provinces. To mol- 


Canada's political future may hinge on 
the outcome of today's constitutional 
referendum, writes Bernard Simon 

Unity frays at 
the edges 



lify Quebec and Ontario, however, 
the revamped upper chamber would 
have more limited powers than pro- 
ponents of Senate reform 
demanded. The central Canadian 
provinces would also be given 
stronger representation in an 
enlarged House of Commons. 

The Charlottetown deal in other 
words, is a Classic Canadian com- 
promise. By rejecting it. Canadians 
run the risk of passing the initiative 
to the less moderate, more self-cen- 
tred, groups which have cam- 
paigned against it The Alberta- 
based Reform party, for instance, 
has argued that the proposed new 
constitution gives away far too 
much to Quebec. Mr Pierre Tru- 
deau, the former prime minister, 
has persuaded many English speak- 
ers to vote No today by accusing 
the deal's architects of bowing to 
“blackmail” by the francophone 
province. Mr Trudeau and other 
arch-federalists say Quebec’s 
demands for more powers should be 
resisted and its threats to break 
away from Canada ignored. 

But the biggest winners from a 
No vote are likely to be the two 
separatist parties, the Parti Quebe- 
cois and Bloc Quebecois. Their lead- 
ers, Mr Jacques Parizeau and Mr 
Luden Bouchard respectively, have 
heaped scorn on Quebec premier 
Robert Bourassa for “selling out” 
the francophone province. They 
argue that Mr Bourassa failed to get 
the extra powers for Quebec in 


Charlottetown demanded by his 
own Liberal party. “A ce prix-la, 
c’est Non” (“At that price. It's No”), 
the separatists' posters proclaim. 

Almost all the country’s elected 
politicians, not to mention business 
and trade union leaders, have come 
out in favour of the deal They have 
campaigned across the country in 
“odd couples” such as Conservative 
Mr Mulroney and Ontario's Social- 
Democratic Premier Bob Rae. The 
heads of Ontario's Chamber of Com- 
merce and Federation of Labour 
briefly put aside their differences 
last week to declare the agreement 
“an excellent consensus”. 

B ut like last month's ref- 
erendum on the Maas- 
tricht treaty in France., 
the campaign in Canada 
has become a lightning 
rod for a disgruntled electorate to 
vent its anger at unpopular political 
leaders. The economy remains 
mired in recession, with unemploy- 
ment at more than 11 per cent. Pub- 
lic spending is being cut. Many 
Canadians put the blame on plant 
closures caused by the 1989 free- 
trade agreement with the US, on 
high taxes, and on generous policies 
towards immigrants. 

While French voters took out 
their unhappiness on President Mit- 
terrand, the main targets in Canada 
have been Mr Mulroney and Mr 
Mike Harcourt, British Columbia’s 
Social-Democratic premier. The 


Reform party’s TV ads pointedly 
call the Charlottetown agreement 
“Muhoney’s d eaT. They add: “If 
you want to foDow the politicians, 
vote Yes. If you want to lead the 
politicians, vote No.” 

Defending the compromises in the 
Charlottetown agreement has 
proved difficult No sooner had a 
British Columbia minister assured 
his constituents on the west coast 
that Quebec gained veer little from 
the deal, than his words were 
repeated by the separatists to prove 
what a weak-kneed negotiator Mr 
Bourassa had been. But the referen- 
dum has also brought to the surface 
some longer-term and more funda- 
mental shif ts in society. 

A gradual transfer of power to 
provincial governments over the 
past two decades has encouraged 
C anadians to put narrow regional 
interests above those of the nation 
as a whole. The political clout of 
aboriginal people has grown enor- 
mously In recent years. Prof Kbnon 
Valaskakis, an economist at the 
Universite de Montreal, compares 
Canada to a club where “the costs 
go up, and the services to members 
keep going down”. 

Similarly, the balance between 
individual rights and collective 
responsibilities has been altered by 
the Charter of Rights and Free- 
doms, which enshrined various 
rights as part of the repatriation of 
the constitution from Britain in 
1982. The charter has greatly 


improved the lot of. for instance, 
religious minorities or people with 
disabilities. But in the process, it 
has increased the political power of 
special interrat groups, making it 
difficult to forge a consensus on an 
issue as broad as a constitution. 
The federal government even 
failed during the Charlottetown 
talks to persuade the provinces to 
commit themselves to a mechanism 
for bringing down the non-tariff 
barriers - such as government pro- 
curement preferences and transport 
licences - which often make it 
edgier for Canadian companies to 
trade with the US than with other 
parts of their own country. 

S uch disparate forces as 
television, cross-border 
shopping and the US-Can- 
ada free trade agreement 
are slowly bat inexorably 
drawing Canadians closer to the 
states to the south, than to the 
provinces to the east and west 
Canadian and US companies are 
integrating their operations on the 
two sides of the border, treating 
North America as a single market 
Even the millions of Canadians who 
cheered their team on to victory m 
the World Series had no choice but 
watch TV coverage provided by 
CBS, the US-based network. 

Judging by opinion polls, radio 
talk shows and even casual conver- 
sations, most Canadians, whether 
they end up voting Yes or No, never 
want to hear the word “constitu- 
tion” again. Mr Mulroney and other 
leaders in English-speaking Canada 
are thus likely to respond to a No 
victory by seeking to close the book 
on constitutional negotiations for 
the time being. They will be anx- 
ious both to save their own political 
skins and to contain the economic 
damage which further political 
uncertainty could cause. 

Although the new constitution 
would not defuse Canada's political 
tensions overnight, business leaders 
are optimistic that its adoption 
would at least bolster investor con- 
fidence and hasten economic recov- 
ery. It might shift politicians’ atten- 
tion from the struggle to keep the 
country together and towards ways 
of improving the country's 
long-term competitiveness - for 
instance, by dismantling inter-prov- 
incial trade barriers and easing the 
implementation of the North Ameri- 
can Free Trade Agreement. 

Observers say a No vote would, at 
the very least, delay a resumption 
of the downward trend in interest 
rates. The main banks raised the 
prime rate (the rate at which they 
lend to their best customers) by a 
record two percentage points to 8.25 
per cent last month as the Canadian 
dollar fell in anticipation of a No 
vote. 

But Mr Parizeau and Mr Bou- 
chard in Quebec will have the bit 
between their teeth. They started 
their referendum campaign last 
August merely by asking voters to 
reject the terms of the agreement 
But the scent of victoiy has embold- 
ened them to torn the vote into a 
mandate for stepping up the drive 
towards Quebec independence. 

In the event of a No vote, they are 
planning to push for a provincial 
election which must, in any case, be 
held within the next two years. If 
they win, they have promised a ref- 
erendum on some form of indepen- 
dence. The chances are remote that 
any Quebec politician would risk 
speaking out in favour of closer ties 
with the rest of Canada. At the 
same time, English-speaking feder- 
alists may grow weary of fighting 
yet again to keep their country in 
one piece. Canada will not break 
apart soon. But it is in real danger 
of drifting apart 


Samuel Brittan 


Advertise for governor 



There is one lesson 
from the BCCI 
affair that you do 
not need to be an 
expert in financial 
fraud to draw. And 
it is this: if one 
body is responsible 
both for monetary 
policy and finan- 
cial regulation, both jobs will be 
badly done. No-one is clearly 
responsible for anything because 
everything is done "together” in 
true British way; and whatever the 
humiliation no heads roll It is a 
similar mistake to having one 
Covent Garden board responsible 
both for opera and for ballet 

So the first requirement in 
reforming the Bank of England is to 
hive off responsibility for supervi- 
sion of the banks and the financial 
system from monetary policy, a sep- 
aration that already occurs in many 
countries. 

The next requirement is to 
appoint a new governor, to take 
over in 1993, who fa a professional 
Running monetary policy is a diffi- 
cult and specialist task. Yet the can- 
didate favoured in the betting odds 
is a popular merchant banker. Sir 
David Scholey, chairman of S G 
Warburg, who knows the City wall 
bat would never claim to be any 
kind of economic or monetary 
thinker. No wonder a distinguished 
US economist, who has helped cen- 
tral and eastern European coun- 
tries, declined to apply for the job of 
chief economic adviser to the Brit- 
ish government, saying that he “did 
not take on hopeless cases". 

When Robin Leigh-Pemberton 
was appointed in 1983, I wrote an 
article attacking the Thatcher gov- 
ernment for a wasted opportunity, 
being careful to do so before I ever 
met him. Leigh-Pemberton asked 
what I had against him. The answer 
was "Nothing whatever.” It was just 
that we needed not a “gent”, bat a 
professional If this was so nine 



Donald Brash: popular banker 

years ago, how much more is it so 
after recent humiliations. 

Unfortunately, there is a great 
shortage of obvious candidates. The 
Bank’s internal candidate is Eddie 
George, the deputy governor, who 
effectively runs monetary policy 
there. He is now less likely to get 
the job for the bad reason that he is 
too high op to be able to shrug off 
the BCCI affair. I would be in hfa 
favour if the Bank's monetary and 
exchange rate record were better. 
But I am not one of the financial 
journalists who believe that the 
Bank always gives perfect advice 
ami that mistakes are always due to 
ministers not taking it. 

A future governor, but not this 
time round, may be the Bank’s eco- 
nomic director, Mervyn King. For 
he is not yet associated with 
enough policies or judgments, good 
or bad, to assess. A once-favoured 
candidate is Sir David Walker, best- 
known as chair m an of the Securi- 
ties and Investment Board, who was 
a Treasury high-flier, but is now 
chairman-elect of Lloyds bank. 

There may be people In the aca- 
demic world or in the City who 
meet the bill None come to mind. It 


is absurd, however, to limit the 
choice to those known in a small 
circle. Whenever Conservative min- 
isters have asked my opinion on 
people for jobs, I have replied: "Why 
don’t you use the markets in which 
you say you believe - which in this 
instance means advertise?” In fact, 
the post of chief government eco- 
nomic adviser was advertised last 
year, and the new head of the Cen- 
tral Statistical Office, Bill McLen- 
nan, is an Australian, who was 
head-hunted. 

There is no reason why the new 
governor should be a UK citizen 
even if a minor amendment is 
required to the Bank of England 
Act I have recently been impressed 
by Sweden’s Bengt Dennis, who 
could be addressed informally in 
the UK by his surname. 

But probably a better choice 
would be Donald Brash, the gover- 
nor of the Reserve Bank of New 
Zealand, who has been operating a 
form of independence under a Brit- 
ish-type constitution. He was 
appointed by Sir Roger Douglas, the 
free-market Labour finance minis- 
ter, with a contract to deliver stable 
prices, defined as 0 to 2 per cent 
inflation. The contract was renewed 
by Ruth Richardson, the National 
party finance minister - dubbed 
New Zealand's Lady Thatcher - 
and the target date stretched 
slightly to 1993. 

Although, contrary to City myth, 
Brash's salary does not depend on 
achieving it, his job is on the line. 
With an inflation rate of 1 per cent 
he is well ahead of schedule. More- 
over, the recession incurred in the 
early years of stabilisation is now 
behind New Zealand, where real 
gross domestic product is on track 
to grow by 2 per cent this year, and 
3 per cent in each of the two follow- 
ing years. For what it is worth, 
Brash is known and popular in Lon- 
don. Nevertheless one should not 
not prejudge the result of an open 
competition. 


GREEK EXPORTS S.A. 
INVITATION 

for expressions of Interest in p archasing the assets of 
HELLENIC MEAT INDUSTRY (ELVIK) SjV. 

bi application of the government's dcrtttkmalisaucm policy and on the basis of 
Law 2000/91, GREEK EXPORTS S.A., a subsidiary of the HELLENIC 
INDUSTRIAL DEVELOPMENT BANK (ETBAJ S.A based in Athens (17 
PancpisOmiou Street} has been appointed liquidator by decision No. 937/1992 
of the Larissa Court of Appeal and intends to sell, through ihc procedure of 
article 46a of Law 1892/1990, as supplemented by article 14 of law 2000/9 1, 
the total assets of the HELLENIC MEAT INDUSTRY (ELVIK) S.A. based at 
Mcga>* Kalyvia in the Department of Trikala in which ETBA S.A. has a 
33.33% share, the AGRICULTURAL BANK OF GREECE a 33.33% share 
and Agricultural Cooperatives a 33 J3% share. 

The HELLENIC MEAT INDUSTRY was founded in 1968 In Athens with a 
life span or 50 years. Front 1973 to 1976 the company bas been under 
liquidation. It was revived on August IS, 1976 and has been operating unfa its 
present name since August 16. 1977. It has a pork brooding and an industrial 
meat unit installed on a self-owned site of 819, 000 sq. metres. 

ELVIK S.A. is a fully vertical unit for the production of pork meat and 
sausages and is active In the production of animal Tccd, pork meat, meat by- 
products, sausages, slaughtering and meat trading and slaughtering services for 
third parties: 

Primary production includes the following products; maize for its own use, 
wheat which is sold as seed grain, soya beans which arc sold and milled 
products Tor animal feed. 

Secondary production includes products processed from pork meat. 
Slaughtering services and sausage-making products. Slaughterhouse by- 
products are also produced as wdl as industrial fat in liquid form. Finally, pork 
meat and small quantities of other meat arc traded. 


FINANCIAL DATA 
(in thousand drachmas) 


1988 

919.963 

1.046,738 


1989 

914,940 

1,129,557 


1990 

825,512 

1.179.971 


1991 

683,055 

1.073,387 


Total Assets 
Total Sales 

Note The above financial daia are derived from published balance sheets. 
DENATIONALISATION PROCEDURE 

l Within 3) (twenty) calendar days from publication oT the present invitation 
irtcresfcd buyers must submit a holding, written declaration of (merest, 

U. Potential buyers, after having promised in writing lo maintain 

confidcxlality, can nxeivethe Offering Memorandum and have ^ to 
other information concerning the enterprise for Sale. 

Ul 77k announcement of a puWic auction for Ihc highest bid will be published 
within the prescribed time limits and in ihc same newspapos:- 

Eorany additional information phase apply Ui 

a) The head office of ETBA S.A. 

Directorate of Participations 

87 Syngrou Avenue, 2nd floor, tel. (01) 929.4395 and 929.4396 
and 

b) GREEK EXPORTS S A 

17 Pwcpiaimiou Street, 1st floor, Tel. (01) 324.31 1 1-H5 
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Brussels tries to plug 
an information gap 

The European Commission believes that misunderstanding is 
hindering the process of integration, says Andrew Hill 


T be death of unpasteu- 
rised camembert has 
been greatly, exagger- 
ated. According to the 
European Commission, there 
never was a threat from “med- 
dling Brussels bureaucrats" to 
do aw ay with cheese made 
from untreated milk. Thou- 
sands of frightened French 
fromagiers were misguided, as 
was tbe Prince of Wales, who 
made a celebrated speech 
defending obscure French 
cheeses in Paris six months 
ago. 

Why then was the alleged 
threat to French cheese still so 
prominent on the menu of 
complaints levelled at Brussels 
during the Maastricht referen- 
dum campaign in Fiance? 

Mr Jacques Deters, the Euro- 
pean Commission president, 
says the prevalence of such 
examples of alleged Euro-mad- 
ness are symptoms of the defi- 
cit d'informotion in the Com- 
munity. 

Although the extent of oppo- 
sition to the Maastricht treaty 
in the French and Danish ref- 
erenda clearly worried Mr 
Delors and his colleagues, they 
were also disturbed by the 
depth of misunderstanding of 
the EC which opponents of the 
treaty were able to exploit. 

In successive speeches over 
the past few weeks, Mr Delors 
has lambasted Europe’s politi- 
cal elite for failing to explain 
the EC to their fellow citizens. 
He believes politicians, includ- 
ing the commissioners them- 
selves, should inform their con- 
stituencies about the 
community's complex institu- 
tional framework, how it 
works, what its purpose is, and 
why itsjpoUctaa - from envi- 
ronmental control to food 
hygiene - are necessary. 

Tbe problem for Mr Delors Is 
that the Commission is only 
one voice among many inform- 
ing the EC citizen about the 
Community. And the Commis- 
sion itself speaks with several 
voices, a situation which 
reflects the current internal 
confusion about Brussels’ polit- 
ical status; should the Commis- 
sion behave like a quasi-gov- 
ern mental organisation, 
trumpeting its own message, or 
merely as a tool of the member - 
states? 

Mr Delors has the personnel 
and financial backing to 
launch a more aggressive infor- 
mation campaign promoting 
the Community. At least 
Ecu60m (£48. 06m) is spent on 
information policy by Brussels 
every year. Roughly half of 
that is used by the information 
directorate, which was respon- 
sible for Eurodisplays at the 
opening ceremonies of the win- 
ter and summer Olympic 
games as well as the EC pavil- 
ion at the Seville Expo: tbe 
other half is spent by individ- 



Eurospeak: Jacques Delors’ problem is that the Commission is 
only one voice among many Informing the Community citizen 


ual departments promoting 
their own policies, such as 
research programmes. The 
Commission also has a small 
spokesman’s service, produc- 
ing daily information and 
responding to the queries of 
Brussels’ 600-strong press 
corps at regular midday brief- 
ings. 

But for the time being, the 
Commission’s information pol- 
icy Is a sort of UN peacekeep- 
ing force, returning fire only 
when fired upon. 

Mr Delors himself is con- 
vinced that thin hands-off pol- 
icy is correct, and that a more 
aggressive approach would be 


mous that it is the member 
states which should bear the 
burden of closing the informa- 
tion gap, ex plaining the Euro- 
pean Community and the role 
of the Commission. Its 20 infor- 
mation bureaus within the EC 
exist to distribute information 
and answer direct queries. But 
they nan do iittip - so the offi- 
cial line goes - against disin- 
formation put out by national 
governments, industry and the 
press. 

As Mr Bruno Detbomas, the 
Commission's and Mr Delors' 
chief spokesman, pats it: 
“Without a common political 
will to restore the [Commis- 


The Commission’s Information policy 
is a sort of UN peacekeeping force, 
returning fire only when fired upon 


counter-productive. “During 
the French referendum cam- 
paign I was told that the Com- 
mission Should have informed 
the French people about what 
was going on," he told the 
European Parliament earlier 
this month. “But can the Com- 
mission usurp the role of the 
French authorities, can the 
Commission Just demand air- 
time on radio and television? 
That would have made matters 
worse, and might have lost the 
referendum.” 

Commission spokesmen and 
information officials are unani- 


sion’s] image you could pay tbe 
best PR agency in existence 
and employ the best spokes- 
men on earth and you still 
wouldn’t be able to change 
anything.” 

But that common political 
will is a long way off. Sir Bern- 
ard Ingham, Downing Street 
spokesman when Lady 
Thatcher was UK prime minis- 
ter and now an outspoken 
Eurosceptic, believes the Com- 
mission already goes too far, 
and says that, in any case, it is 
unrealistic to expect 12 nations 
suddenly to start speaking as 


one. “Individual governments 
exist to put over their own 
point of view and they fight for 
their own national interests,” 
he points out 

Under such circumstances, 
some Commission officials 
believe that Brussels should be 
fighting back with a more 
aggressive information policy, 
which would reflect its genuine 
political aspirations, rather 
than complaining about disin- 
formation by national govern- 
ments. Some publicity-hungry 
commissioners, like Sir Leon 
Brittan. are already happy to 
take the fight to the merphar 
states in areas where the Com- 
mission has autonomous pow- 
ers, such as competition policy. 

The Commission believes 
one way of setting the record 
straight might be to use com- 
missioners' political clout more 
constructively. 

For example, at last week’s 
emergency summit of EC lead- 
ers - which pledged to 
improve openness and democ- 
racy in the Community - Mr 
Delors proposed sending indi- 
vidual commissioners out to 

national parliament* to explain 

the Commission's plan* for the 
year. 

At the same time the Com- 
mission president is consider- 
ing the establishment of a 
working group, made up of half 
a dozen wimmnniratinna pro- 
fessionals - senior journalists, 
public relations consultants 
and national government spo- 
kesmen - to examine Commis- 
sion and Community informa- 
tion policy. 

The information directorate 
itself, in one of its periodic and 
convulsive changes of strategy, 
is devolving more responsibil- 
ity to individual departments 
- external relations, research, 
agriculture, and so on. 

In the longer term, informa- 
tion official* in Brussels dream 
of encouraging citizens to iden- 
tify with the Community, for 
example through EC-funded 
cultural programmes. Ms Col- 
ette Flesch. the former Luxem- 
bourg ministe r who heads the 
information directorate, says: 
“We ought to try and bring 
about some emotional link 
with the Community and the 
positive thing s it has brought 
about: peace, economic growth, 
social progress.” 

At the moment, with the 
European economy struggling 
and the Commission under 
attack for allegedly riding 
roughshod over national iden- 
tities, such plans are a long 
way from fruition, as Ms 
Flesch and her colleagues 
freely admit As one Commis- 
sion official puts it “Instead of 
waving the blue and gold- 
starred flag and singing the 
European anthem, we ought to 
be out there explaining our 
policies." 


Observer 


Bread 

winner 

■ Who says British 
manufacturing Industry is on 
^ its last legs? A Corby company 
has just launched a cunning 
piece of world-beating 
technology to ensure that 
sandwiches are accurately cut 
into neat diamond shapes time 
and time again. 

Whatever their filling, the 
£12,500 machine shepherds 
them along at rates up to 3*600 
a minute, and aligns them at 
the precise angle to allow them 
to be cut from comer to comer. 

As a result, Rutland 
Handling & Packaging Systems 
expects to make a meal out 
of the UK sandwich market 
which is estimated to be worth 
£l.7bn a year. 

For one thing, the 
development reduces wastage 
caused by “poor sandwich 
alignment” - which at as 
a much as 2 per cent of the 
materials involved, can eat 
volume producers’ profits 
away. For another, it should 
go down well with big retailers 
such as Tesco and Marks & - 
Spencer which spurn sarnies 
of improper cut. 

The company also hopes to 
add more than a crust to 
Britain's balance of payments 
by exporting its machines. So 
Ear enquiries have rolled in 
from Sweden, Germany, New 
Zealand and Saudi Arabia to 
name but a few. 


when Baroness Thatcher, then 
his party's leader, agreed to 
publicise his deed by joining 
him and the dog and its young 
owners for a photo-call on 
Westminster Bridge. 

As a result, he discovered 
one of his leader’s prime 
characteristics as a top 
politician - one which some 
readers may think her 
successors share. 

“For the little dog, named 
Jason, attempted to mate with 
Mrs Thatcher’s leg," Parris 
told the Market Research 
Society’s annual dinner. “Yet 
she continued to smile, pose 

and shake ban ds 

“It was then 1 saw her ability 
to pretend nothing was 
happening on top when 
everything was going wrong 
down below." 


Dogged 


■ When it comes to bringing 
the best out of politicians, few 
can surely compare with a 
small dog saved from drowning 
in the Thames by former 
Conservative MP Matthew 
Parris, now earning his keep 
with the pen. 

Having made the rescue in 
his days as an aspiring Tory 
candidate, he was delighted 


Dropped 

■ is nothing sacred at BP in 
its dash to trim costs? The 
fresh cut Cowers may have 
disappeared from the big-wigs’ 
offices, the corporate jets sold 
off, and the dividend has been 
slashed. Bat was it really 
necessary to axe the company 
Christmas card? 

David Simon, the new broom 
who replaced Bob Horton, has 
ordained there will be no 
“centrally-produced - 
Christmas card this year. “The 
labour involved in designing 
and printing the card and th$p 
gathering and collating orders 
and ensuring their timely 
dispatch was wholly 
disproportionate to the value 
added” notes a corporate 
memorandum on the matter. 


Just in case 

■ Should the British public’s 
resistance to being submerged 
within Europe ever be reversed 
by the tear of being firmly 
excluded, a suitable model for 
the climbdown letter to the 
EC already exists, in US?, King 



Tm the inventor of 
artificial coal* 

Henry Q wrote to Holy Roman 
Emperor Frederick Barbarossa: 

“Our kingdom and whatever 
anywhere is subject to our rule 
we place at your disposal and 
commit to your power, that 
everything may he arranged 
at your nod, and that the will 
of your empire may be carried 
out in all respects. Let there 
be between us and our peoples 
an undivided unity of love and 
peace and safety of commerce, 
in such a way that you, who 
are pre-eminent in dignity, be 
given the authority of 
command, and to us the will 
to obey shall not be lacking.” 


Retiring 

■ Buccaneering Italian 
businessman Raul Gardini will 
have to search the seven seas 
fora new sponsor for his 
yachting ambitions - unless 
his Femizzi heiress wife chips 
in the £232Jm she pocketed 
last year on his “divorce" from 
the Ferruzzi-Montedison 
agro-industrial group. 

Since Ms Montedison- 
sponsored America’s Cup 
yacht II More di Venezia was 
pipped at the post by 
millionaire Bill Koch, Gardini 


has stayed bubbling on the 
surface of flatten business with 
takeovers of well-known 
mineral water brands. But 
although “Sir Raul* would like 
to recoup his hero status by 
sailing for the cup again, 
Montedison has mutinied. 

On top of the £61m it sunk 
into his previous attempt, the 
group lost approaching £87m 
in its first half and has decided 
to pull the plug on its much 
publicised but ruinously 
expensive sponsoring of sports. 

Another of them to be 
ditched is basketball, the 
passion of Gardini’s 22-year 
old son Ivan, who was briefly 
rhairmfl-n of Ferruzzi’s main 
holding company. 


Ode mode 


■ Thanks to readers who 
sent in their verse, 
as challenged just three 
weeks last Thurs, 
on the Air Ukraine filer-band 

teaming Rn gWsh In fm land 

The results could have hardly 
been worse. 

While you might think 
Observer severe, your attempts 
often make one thing dear 
- though you may be named 
Tim or Mick, If you think that’s 
a Limerick, there’s something 
with your ear. 

Of a century of entries or 
so, the bulk bad the wrong 
metric flow. What’s more, most 
of the rest failed the secondary 
test that the poem must 
mention Heathrow. 

But besides those who 
miss ed by a mile, a handful 
achieved the right style, and 
the whisky wSl go to the effort 
below, which was penned by 
one David Carlile: 

Moaned a pilot from green 
Air Ukraine: 

“Sure, rm wanting to put 
down me plane. 

This stack’s made me hard 


Kiev's never this busy.” 
Said the Heathrow tower. 
*Touoh - round again!" 
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Supply side beyond 
the means of the 
market alone 


From Ms Susie Symes, 

Sir, Could you not have 
slipped a sample or snake oil 
Inside your issue of October 22. 
as glossy magazines do with 
perfume? I needed something 
for my own depression after 
reading Samuel Britton’s Eco- 
nomic Viewpoint. Whatever 
happened to supply-side poli- 
cies? Not in tbe limited sense 
of freeing-up markets,hut poli- 
cies directed towards potential 
output 

Investments in human capi- 
tal, in environmental, trans- 
port and social infrastructure, 
all contribute to a greater 
capacity to produce at lower 
cost Most of these activities 


could usefully employ those 
who would otherwise remain 
permanently unemployed; and 
provide the demand impetus 
needed, with the insurance 

that not all the proceeds can be 

frittered away in the short 
term. And no, the market will 
not provide all the long-term 
infrastructure investment our 
society needs, precisely 
because the benefits accrue 
more widely than to today's 
business investors alone. 

Susie Symes, 

director, European p rogr am me. 
The Royal Institute of 
International Affairs. 

10 St James's Square, 

London SW1Y4LE 


Too kind about a mugging 


From Mr Warren OUoer. 

Sir, Your front page h^adiin* 
is study too kind to the UK 
government - or am I making 
the common American mictaVp 
of failing to notice British 
irony. “Cabinet thwarts Tory 
revolt* (October 22) Is true 


only in the sense that a New 
York pedestrian “thwarts” a 
revolver-wielding mugger by 
immediately handing over his 
wallet. 

Warren Oliver, 

44 Highbury BiU, 

LondonNS 


Implications of floating 
exchange rate on Bank of 
England independence 


From Sir Alan Walters. 

Sir, It is some years since I 
have been able to agree whole- 
heartedly with a leader in the 
Financial Times. It is a plea- 
sure to say that 1 find virtually 
nothing to quarrel with in “A 
new policy framework” (Octo- 
ber 21) - except thatitisafew 
years late. - 

In addition to a “thorough 
Investigation into the decisions 
associated with tbe UK’s mem- 
bership of tiie ERM”, I believe 
it is important to gamine the 
derisions from 1985 and partic- 
ularly from 1987 when Nigel 
(now Lord) Lawson pitched 
Britain into the ERM in all but 
name. 

Many, myself included, have 
suggested that the Bank of 
E n gland be given more or less 
complete independence in con- 
ducting monetary policy rather 
than serve merely as adviser to 
the Treasury. But if we are still 
en route to Maastricht, as the 
prime minister says, and we do 
not invoke the opt-out provi- 
sion, then the Bank will be 
merely an operating arm of the 
European Central Bank with 
no Independence at ail 


If, on the other hand, we 
rejoin the ERM, whether we 
opt out or not then again it is 
difficult to see what indepen- 
dence the Bank can have 
under such a closely pegged, 
even fixed, exchange rate 
regime. 

Only if we continue to float 
can a Bank of England have 
real responsibility for mone- 
tary policy. The notable exam- 
ples of independent central 
banks which you mention, the 
US and Germany, have floating 
exchange rates. So the Fed and 
Bundesbank can pursue mone- 
tary policies suitable for their 
own domestic conditions. 

Because of the possibility of 
breakdown on both Maastricht 
and the ERM as we know it. 
and because it is possible that 
Britain will have a floating 
rate regime, 1 think it is wise 
to consider the Implications in 
terms of an independent Bank. 
Alan Walters, 
vice chairman. 

AfG Trading Corporation, 

1200 19th Street NW, 

State 60S. 

Washington CD 20036, 

US 


Energy policy; needs of electricity customers and coal priorities 


From MrJCLCoac. 

Sir, We welcome the govern- 
ment’s decision to undertake a 
wide ranging review of energy 
policy, with specific reference 
to the fuels used for electricity 
generation, and to publish the 
results in a white paper. 

It is essential that the review 
takes full account of the inter- 
ests of electricity customers 
and not just the interests of 
the supply industries. The 
needs of large industrial cus- 
tomers carried little weight in 
the decisions that were made 
on the restructuring and priva- 
tisation of the electricity Indus- 
try, and price increases they 
have since suffered are making 
it difficult fix- them to justify 
reinvestment in Britain. 

Electricity prices to large 
users in this association have 
increased on average by a third 
over the past two years, with 
much highw increases in spe- 
cific cases. The “pool* price, 
which sets the level for indus- 


trial contracts, increased by 20 
per cent last year, and is expec- 
ted to rise again by 20 per cent 
this year, against a back- 
ground of static or falling basic 
fuel prices. 

The prospect for next year, 
when the new coal deal comes 
into effect, is a farther substan- 
tial increase and this expecta- 
tion is based on estimates by 
the electricity supply industry. 

This Is an aspect of energy 
policy that must be taken into 
account in the review that has 
been promised by the govern- 
ment. 

John C L Cox, 
director general. 

Chemical Industries 
Association, 

Kings Buildings, 

Smith Square, 

London SWlP 3JJ 

From Dr Cohn Haslam and 
others. 

Sir, If the privatised electric- 
ity companies are left free to 


build all the planned CCGT gas 
stations then the power station 
demand for coal will be much 
reduced within a few years. 
Public discussion has so far 
focused on whether this reduc- 
tion in the size of the coal 
industry is justifiable or repre- 
sents a coherent energy policy. 

There has been no discussion 
about the implications of much 
reduced power station demand 
for coal; the implications for 
the shape of the coal industry, 
the balance between open cast, 
capital intensive deep mining 
at Selby and traditional deep 
mining which Is more than 
twice as labour intensive. 

Both British Coal and the 
government favour open cast 
coal which is cheaper than the 
deep mined product British 
Coal management is fiercely 
protective of its near £2bn 
investment in the Selby com- 
plex, the cost advantage of 
which is much less certain. 

Open cast mining is expected 


to provide about 17m tons and 
the Selby complex has a proj- 
ected output of some 10m tons, 
ft is a matter of simple arith- 
metic to see that all other coal- 
fields and pits will be left to 
scrabble for very little if power 
station demand for coal drops 
towards 30m tons. 

It is time for British Coal to 
disclose and justify the strate- 
gic priorities which are behind 
its present and future closure 
lists. Our suspicion is, at low 
levels of demand for coal, Brit- 
ish Coal management is as 
much a threat to British min- 
ers’ jobs as the absence of a 
government energy policy. 
Colin Haslam, 

Andrew Adcroft, 

Snkhdev Johal, 

University of East London, 
Karel Williams, 

University of Central 
Lancashire, 

John W illiams 

University of Aberystwyth, 
Wales 



The choice of 
Alabama as our USA 

LOCATION HAS BEEN 
PROVEN RIGHT AGAINST 
EVERY PERFORMANCE 


CRITERIA WE SET 





JOHN MINCY 

CIBA-GEIGY CORPORATION 







and regional airports, cost efficient freight 
railway and waterway networks as well as an 
international deep water port at Mobile. 

Our Slate Supercomputer is widely 
available to companies wishing to link into 
some of the mast advanced computing tech- 
nology in the world and at Science and 


T he South Eastern states of the l'S,\ 
at tract nearly hair of ail rurpmulr re- 
locations in the United Slates. Alabama is at 
the Juwrt of this upport unity and is a It met ing 
a growing Iha of European organisations. 

Companies move here Ijccnuse uf the 
combination of business, altitude, environ- 
mental and cost of firing advantages that the 
South East offers and that Alalia ma best 
represents. 

We offer an affnrtlable quality of life 
particularly attract i\r to Ihnttr Used to Euro- 
pean rusts of living, very favourable tax and 
business regulatory ]iolicH-s. Transport and 
ctimimiiiu-.it ioas (fiat include itft cvleiivite 
network of broad uncluttered Interstate 
highways linking you with key I S markets 
and transhipment local ions, inn* 100 business 




Rescu rrli Parks and Centres throughout the 
Slate, companies lM-nefit hum stale nf the 
art technology exchange ill the aerospace. 
hiVinnlinil. defence. <-»i>ii»iinicalh>n.v ;iml 
electro -engineering fields. Indeed Al.ikun.i 
invests more in K ft I) resources than any 
other sunlu-ll state. 


We even provide free job training and 
recruitment through our Stale training 
network before you arrive, so you can gel 
straight down In business. 

Think twice about your I 'SA location 
and look at Alalia mu. There's more in ns tlun 
you think. 

Write to: Alalia mu Ei -muonic Develop- 
ment Partnership. 1*1) llnx -IZS, Lintlun 
W1.\ -OS. Or Tax 071-487 2!l‘Jl to find out 
more about Alabama. 

Alabama 

“The right place at the right time 
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Canadian victory: Toronto Bine Jays baseball team beat the Atlanta Braves of the US to take the World Series four games bo two 

Government warns rejection of reforms could lead to break up of country 

Canada’s leaders urge Yes vote 


By Bernard Simon in Toronto 

CANADA'S political leaders have 
made a last-ditch appeal for a 
disgruntled electorate to endorse 
a landmar k package of constitu- 
tional reforms in a referendum 
today. They warn that rejection 
could lead to years of uncer- 
tainty and, possibly, the 
break-up or the country. 

Although support for the pro- 
posed reforms appears to have 
solidified in recent days, almost 
every opinion poll suggests the 
No vote will win by a comfort- 
able margin in at least two key 
provinces, Quebec and British 
Columbia. 

The referendum asks voters 
whether they agree that the con- 
stitution should be “renewed" on 
the basis of tbe package called 
the Charlottetown Accord. 


The overall outcome will be 
less Important than the vote in 
Individual provinces, as the 
Charlottetown deal requires rati- 
fication by all 10 provincial leg- 
islatures. 

A No vote in one or two small 
provinces could probably be 
overcome, but political observers 
agree that the agreement must 
be approved by Quebec, Ontario 
and a dear majority of the other 
eight provinces to have any 
chance of implementation. 

Canadian Prime Minister 
Brian Mnlroney insisted over the 
weekend that the government’s 
private polls still showed a large 
number of undecided voters, 
especially in Quebec 

The Yes side was helped - 
although probably only slightly 
- by a frenzy of Canadian patri- 
otism unleashed by the Toronto 


Blue Jays victory in the World 
Series baseball championships 
on Saturday night 

Mr Mulroney said that a No 
victory would encourage Mr Jac- 
ques Parizeau, leader of the sepa- 
ratist Parti Quebecois, “to stir up 
divisiveness and turmoil about 
Canada, here and abroad, 
thereby affecting investment 
decisions”. 

Mr Donald Getty, premier of 
Alberta, added that (election of 
tiie agreement could also encour- 
age Canada’s western provinces 
to break away from the rest of 
the country and strengthen their 
ties with tiie US. 

The Charlottetown agreement 
provides for constitutional recog- 
nition of Quebec's “distinct" 
francophone identity, greater 
representation for western and 
Atlantic provinces in a revamped 


Senate, and the transfer of some 
powers from the federal govern- 
ment to the provinces. 

The deal is backed by a wide 
spectrum of the country's politi- 
cal. business and labour leader- 
ship, including the heads of all 
three leading political parties 
and the 10 provincial premiers. 

Its critics range from Quebec 
separatists, who say the agree- 
ment gives too little autonomy to 
the province, to western Cana- 
dians who object to “special sta- 
tus" for Quebec, and staunch fed- 
eralists, such as former prime 
minister Mr Pierre Trudeau, who 
say the agreement will weaken 
the central government 

Many voters are expected to 
use the referendum as an oppor- 
tunity to vent their unhappiness 
over the the economy and the 
performance of the government 


Russian government 
fights for power as 
opposition mounts 


Rebels backing 
ex-leader attack 
Tajikistan capital 


By John Lloyd In Moscow 

THE Russian government, under 
pressure from an increasingly 
confident opposition, fought at 
the weekend to retain its grip on 
power and its command of the 
faltering process of economic 
reform. 

Mr Alexander Shokhin, a dep- 
uty prime minister for foreign 
economic affairs, said a referen- 
dum on a new constitution might 
be held soon to circumvent the 
Congress of People’s Deputies - 
the full Russian legislature which 
is expected to vote down the gov- 
ernment nod perhaps even Presi- 
dent Boris Yeltsin, when it con- 
venes on December 1. 

He said that holding a referen- 
dum on a constitution to replace 
the Soviet-era constitution which 
still serves as a legal basis for the 
state or Russia would “leave the 
Congress as a temporary body 
without real weight”. 

Nationalists and communists 
united at the weekend under the 
name of the National Salvation 
Front to “save the fatherland” 
from a “government of occupa- 
tion leading the country to civil 
war". 

Under the crossed banners of 
the Soviet Union and the Tsarist 
government 1,500 delegates to a 
founding convention gave ova- 
tions to a list of prominent oppo- 
nents of the government, whose 
most devastating argument was 
their recitation of the fall in liv- 
ing standards. 

The participants made it dear 
that they were readying them- 
selves for a bitter struggle. 


including a series of demonstra- 
tions and strikes in the run-up to 
the Congress meeting. 

ColoneL Vadislyav Terekhov, 
leader of the Russian Officers’ 
Union, hinted at the use of force, 
though most speakers said they 
would use constitutional means, 
at least for now. 

The Front ranging from once 
democratic groups to near 
extremists of left and right, are 
distinct from the “centrist" oppo- 
sition grouped round General 
Alexander Rutskoi, the Russian 
vice president, and Mr Arkady 
Volsky, the powerful industrial- 
ists’ leader. 

The hardliners are demanding 
Mr Yeltsin’s resignation, whereas 
the centrists want the resigna- 
tion of the six to eight ministers 
who are the most prominent eco- 
nomic reformers in the cabinet 
led by Mr Yegor Gaidar, Russia's 
acting prime minister. 

Mr Gaidar, with Mr Shokhin 
and other ministers, met top 
industrialists in the industrial 
city of Togliatti yesterday in an 
effort to open direct links 
between the government and the 
most powerful figures of the cen- 
trist opposition. The ministers 
promised a consultative council 
and tax breaks, and In return a 
number of managers spoke in 
tones of measured support for 
reform. 

Mr Gaidar said there would be 
no ’’radical" government changes 
before the Congress. He added 
that Mr Yeltsin told him on Sat- 
urday that “at the present time 
the government enjoys his confi- 
dence”. 


By Steve LeVlne In Moscow 

ATTEMPTS by the supporters of 
the former communist pres- 
ident of Tajikistan. Mr Rakhmon 
Nabiyev, to return him to power 
were in doubt last night 

Earlier troops loyal to him 
seized much of the capital, Dush- 
anbe. But Russian news agencies 
reported that the rebel troops 
were preparing to withdraw from 
the capital. 

The Russian government pre- 
dicted “catastrophic conse- 
quences" in former Soviet Cen- 
tral Asia if the fighting continued 
in Tajikistan because it could 
encourage ethnic and religious 
instability in neighbouring coun- 
tries. 

Russian troops, who are neu- 
tral in the dispute, were said to 
have taken control of the airport 
and television station in Dush- 
anbe, while the US closed its 
embassy after weeks of threats 
against its employees. 

Leaders of the two-day assault 
against the capital said they 
wanted to restore order to the 
country, which they complained 
had been seized by “a puppet 
government backed by the 
Islamic f undamentalis ts" 

The battle began at dawn on 
Saturday and included an attack 
on Dushanbe’s main mosque, 
which is the headquarters of Qazi 
Ali Akbar -Toradzon Zoda, Tajiki- 
stan's paramount Islamic leader. 
Mr Zoda, a moderate with ties to 
all of Tajikistan’s warring fac- 
tions, has long been viewed as 
the country’s most influential 
political leader. 


Last month a coalition of pro- 
Islamic and secular democratic 
political parties took power after 
protesters forced Mr Nabiyev to 
quit and sent him to exile in tbe 
northern region of Leninabad. 

The fighting in Tajikistan, 
which began soon after the 
Soviet Union dissolved last 
December, involves two rival eth- 
nic groups that back opposing 
political factions. The weekend 
assault came from the conserva- 
tive southern region of Kulyab, 
whose population largely sup- 
ports Mr Nabiyev. Forces defend- 
ing the government are mostly 
from mountainous Garm, a rela- 
tively poor area where Islam 
remained strong throughout the 
70-year Soviet period. 

What earlier yesterday had 
looked like a change of fortunes 
for Mr Nabiyev was surprising 
because Tajikistan is the one 
Moslem, former Soviet nation 
where a long-predicted Islamic 
resurgence has taken hold. 

• John Lloyd adds from 
Moscow: Mr Gaidar Aliev, presi- 
dent of the autonomous republic 
of Nakhich evan - an area under 
the control of Azerbaijan but 
located in a comer or Armenia - 
said yesterday that units from 
Azerbaijan attempted to stage a 
coop against him but had been 
beaten back. 

The Popular Front the ruling 
party in Azerbaijan, has been at 
loggerheads with Mr Aliev for 
some months. Mr Aliev, a former 
leader of the Azerbaijan Commu- 
nist party, said he would now 
discuss outlawing tbe Popular 
Front in Nakhichevan. 
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Clinton’s drug test 


Mr Bill Clinton’s plans for reducing 
government spending on healthcare 
have spooked the US stock market. 
Pharmaceutical companies have nota- 
bly underperformed since the market 
started thinking seriously about the 
chances of a Democratic victory. Judg- 
ing by the shaky performance of 
Glaxo, SmithKline Beecham and Well- 
come shares in London last week, the 
condition is contagious. The market 
may be wrong, though, to make the 
snap judgement that a new deal on 
health will be universally bad for the 
sector. 

True, the pharmaceuticals industry 
made foil use of its freedom to raise 
prices in the world's largest drug mar- 
ket during the 1980s. By restricting 
price rises to the rate of infla tion. 
President Clinton would lower earn- 
ings growth for the sector over the 
coming decade. But a cost-conscious 
government may also realise that 
innovative drugs save money by keep- 
ing patients at work and out of hospi- 
tal. Companies which deliver such 
products will hold strong cards. 

Companies with a weak product 
range and little volume sales growth 
are at greater risk of squeeze. Just as 
rising asset prices supported ineffi- 
cient banks, drug price inflation has 
dis gnifipfi a multitude of weaknesses 
in the pharmaceutical sector. Compa- 
nies with strong new drugs and vol- 
ume sales growth are already exercis- 
ing voluntary restraint on prices. For 
second-rate players, though, the cost 
of failure looks likely to rise. 

Investment trusts 

Year on year UK dividends fell in 
nominal terms in August and Septem- 
ber - the first time this has happened 
since 1967. But tbe foil impact will not 
be felt by shareholders in income- 
minded investment trusts for up to 12 
months. Because of the time-lag many 
trust boards are still able to declare or 
forecast Increased payouts of 4 to 5 per 
cent for this year. 

The point is significant in view of 
the opportunistic way leading invest- 
ment managers used the lure of a high 
yield - allied to the attractions of 
Personal Equity Plans - to raise new 
money from investors. Faced with the 
grim outlook for dividends, moreover, 
one can assume that all income trusts 
are now seeking ways of softening the 
blow when it comes. An obvious trick 
is to switch the underlying trust port- 
folio into higher yielding stocks, 
assuming greater risk and narrowing 
the scope for future income growth in 
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tbe process. County NatWest’s latest 
investment trust annual notes that 
half the 76 trusts surveyed already 
have a year-end portfolio yield which 
could only be marginally Increased 
without reducing portfolio quality. 

Revenue reserves are a useful 
weapon, especially for the bigger and 
older trusts - and will certainly be 
drawn on - though these reserves are 
not what they were 10 years ago. 
There are other expedients such as 
accounting on a cash rather than an 
ex-dividend basis - thus producing a 
one-off uplift in earnings - and charg- 
ing part of management expenses to 
the capital rather than the revenue 
account. There is no point in pretend- 
ing, however, that any of this 
enhances shareholder value. 

British Steel 

Poor old British SteeL Having strug- 
gled for so long against subsidised 
European competitors, it must have 
thought last month’s devaluation 
would provide a real break. Unfortu- 
nately the losses announced last week 
by Usinor Sacilor and production cut- 
backs at Thyssen Stahl are a rude 
reminder of how weak the continental 
market remains. Not only is the Ger- 
man car industry turning down; west- 
ern Europe has been flooded by cheap 
imports from the east and Italian pro- 
ducers. whose currency has also been 
devalued, are continuing to offer 
heavy discounts. 

Some excess European capacity is at 
least being cut back, but market weak- 
ness more or less offsets the devalua- 
tion benefits to British Steel. True, it 
would stand to gain if the European 
Commission were to erect Community- 
wide import barriers against eastern 
Europe. But so far the Commission 
has simply allowed bilateral restraints 


against Czechoslovakian steel to be 
imposed by France. Germany and 
Italy. That leaves British Steel out in 
the cold, as would any increase in the 
rate of subsidy allowed to continental 
producers. 

Against this background it would be 
rash to assume that British Steel cap 
automatically maintain its 4.5p divi- 
dend for the current year. The pay- 
ment was already cut from 8.75p in 
1991-92 after the company declared a 
pre-tax loss of £55m and moved from a 
net cash position of £353ra to net debt 
of £llm. Its operational gearing is con- 
siderable, but higher volume will 
depend on a recovery which seems to 
be growing more elusive. The historic 
yield of slightly under 10 per cent 
leaves the shares looking expensive. 

UK food retailers 

It seems matters are corning to a 
head in the beleaguered middle 
ground of UK supermarkets. Trading 
conditions in the overall market seem 
to have deteriorated. And there are 
signs that the Jong and sorry story of 
the Gateway buy-out is reaching its 
climax. Mr Bob Willett, Gateway’s 
chief executive and architect of the 
company’s trading strategy, left the 
company last week. That may be a 
signal that the backers of the buy-out 
vehicle Isosceles have lost whatever 
faith they had left in the company's 
ability to trade its way from negative 
net worth to flotation. 

However, if the bankers do want to 
crystalise any loss, their options are 
limited. The big three superstore 
groups, Sainsbury, Safeway and Tesco 
are unlikely to be interested in much, 
if any, of Gateway’s store portfolio. 
The smaller fry, Asda and Budge os. 
are In no position to buy. Among the 
discounters Kwlk Save might be inter- 
ested in some stores at bargain base- 
ment prices, but Aldi may not. Many 
of Gateway’s sites are In less than 
perfect locations. Unless planning per- 
mission becomes harder to obtain, 
other groups may prefer to expand by 
developing new sites with better ame- 
nities. 

Asda, the other mid-market operator 
which has been savaged by both the 
downmarket discounters and 
upmarket superstores, is In better 
shape. It at least has a new manage- 
ment the kernel of a strategy and a 
coherent set of shops. But it is still 
struggling to differentiate itself, and 
the pressure will intensify. In the long 
run it may be forced to retreat to its 
northern stronghold if it is to survive. 
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Inquiry launched into 
Chicago bond trades 

The Chicago Board of Trade has asked Federal 
Investigators to look into a series of irregular 
trades in Its US Treasury bond futures and 
options pits early in Thursday's session, and 
has taken measures to ensure the fallout from 
those trades does not harm exchange custom- 
ers. Page 14 


Finmeccanica debut 



Finmeccanica, the Italian state-owned aero- 
space andengineering holding company which 
Is part of the IRi group, will today make its 
stock exchange debut following the reverse 
takeover of Sifa, a quoted financial holding 
company already under its control. 


I Cl split may be postponed 

The City of London Is suffering an attack of 
nerves about Imperial Chemical Industries, 
Britain's biggest manufacturer. Ft fears ICI, 
which reports its third-quarter results on 
Thursday, could postpone plans to split itself 
into two separate groups. Page 14 


Borrowing hits sovereign issues 

The surge In borrowing needs of many Euro- 
pean countries has caused a sharp reversal of 
fortune for many sovereign Eurobonds in the 
secondary market. But the widening of sover- 
eign yield spreads In the secondary market 
may well reflect a change. In sentiment engen- 
dered by fears of supply, rather than any fun- 
damental changes in creditworthiness. 

Page 15 

Marching to recession 

Any well-trained NCO knows that when cross- 
ing a bridge, soldiers must break step. Appar- 
ently stable structures can be shaken to bits if 
everyone moves together. This analogy helps 
explain why the recessions and subsequent 
inflations since the 1960s were so much worse 
than forecast writes Anthony Harris. 

Page 15 
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Salomon urges KIO to find partner 


By Peter Bruce In Madrid 

THE KUWAIT Investment Office 
(KIO) has no legal obligation to 
support Its troubled industrial 
holdings in Spain, according to a 
report to the KIO by Salomon 
Brothers, the US investment 

hank 

The KIO has since acted on the 
report, opting for a form of 
restructuring for its Spanish 
holding company, Gmpo Torres, 
but ignoring a central suggestion 
that it should b ring in a part- 


er for Torras, or liquidate it. 
Salomon said that “considering 
that KIO is not a management 
company ... if KIO is unable to 
find a suitable partner who can 
progressively take control ... 
over time the group should be 
eliminated. n 

The report is one of a series 
of investigations initiated by 

the new management at the KIO 

in an increasingly acrimonious 
effort to discover how 
$4bn invested by the KIO in 
Spain since the mid-1980s was 


managed by their predecessors. 

Salomon said that at June 30 
this year, Grupo Torras had a 
negative net worth of Pta5fL06bn 
($43Q-3m). The report outlined 
three possible strategies for Tor- 
ras: 

• Bankruptcy and receivership, 
which would cost the KIO 
Pta70bu; 

• Maintaining the group (except 
Ercros chemicals and Bures tex- 
tiles) which would cost PtalSSbn 
in new cash and Ptal53bn in loan 
conversions; 


• Restructuring,' under which 
Bures and the Prima property 
group would receive no support 
and some smaller . companies 
would be sold. -This would cost 
PtallShn in new cash and loan 
conversions of PtalSlbn. 

Torras has opted for the third 
strategy. Although it Is ignoring 
Salomon’s advice to find a part- 
ner for the holding company, 
Torras is looking for partners for 
TorraspapeL a paper company, 
and the Ebro foods group. 

Debt to KIO is befog converted 


into equity and about Pta40bn is 
befog pumped into TorraspapeL 

Salomon Brothers said it was 
clear that “in many instances 
very high prices were paid for 
the acquisition of the businesses 
(In the Torras portfolio) - such 
that economic returns were prob- 
ably never possible in these 
cases.* 

Prima “cannot continue to 
operate in its present form 
because it is financially insolvent 
and has no net worth." 

Details, Page 14 


Italy’s banks 
begin to break 
their bonds 

The promise of privatisation is 
nurturing bigger, more efficient 
groups, writes Haig Simonian 


W ithdraw money from 
an Italian bank 
machine, and your 
account will be delated the day 
before the transaction took place. 
Make a deposit, and, until 
recently, you would not be cred- 
ited until tomorrow. 

Restrictive practices, ineffi- 
ciency and poor service are the 
hallmarks of Italian banking, 
which has been slower to reform 
than any other in Europe. Gener- 
ous margins between interest 
rates for loans and deposits have 
cushioned banks from overman- 
ning and poor management, 
while public-sector ownership 
has allowed many to operate in a 
vacuum from free market compe- 
tition. 

Now privatisation, a priority 
for the Amato government, prom- 
ises to release banks from the 
bonds of politicians, who have 
sometimes fostered cronyism and 
uncommercial lending. Also, 
more liberal policies towards 
takeovers and branch expansion 
by the Bank of Italy are nurtur- 
ing fewer. bigger and mine effi- 
cient banks. 

The past year has seen the 
emergence of two big banking 
groups in Rome and Turin, with 
early signs of a third in Milan. 

Banca di Roma, Italy's biggest 
bank in terms of branches, was 
formed in August from the 
merger of Banco di Ttoma with 
Banco di Santo Spirito. The latter 
had already been bought by the 
Cassa di Risparruio di Roma, the 
Rome savings bank, whose man- 


aging director, Mr Cesare Ger- 
onri, is a leading reformer. 

In Turin, Istituto Bancarlo San 
Paolo di Torino became Italy’s 
largest bank in terms of assets 
last year with the L2,100bn 
(*1.57bn) acquisition of a 50 per 
cent stake In Crediop, the Trea- 
sury-owned long-term lending 
institution, in which it already 
had a 40 per cent holding. 

A third big hanking force could 
take shape should Cariplo, Italy's 
biggest savings bank, succeed in 
buying a large slice of Istituto 
Mobiliare Ttatiano (IMI), the big, 
Treasury -controlled investment 
and financial services group. 
Though blocked for more than a 
year by party political differ- 
ences, the Amato government's 
need for privatisation income 
ghnnid push the deal ahead. 

A fourth big financial ser- 
vices group could be 
formed around Credito 
Italiano. Italy's sixth-biggest 
bank, controlled by the IRI state 
holding company and soon to be 
privatised. Among potential buy- 
ers is Generali, Italy's biggest 
and most liquid insurance group, 
which last year raised L1.750bn 
from shareholders for future 
acquisitions. Buying Credito Itali- 
ano would combine its pre-emi- 
nence in insurance with a lead- 
ing role in finance. 

Privatisation is forcing the 
pace of change. The sale of Cre- 
dito Italiano is the boldest step in 
a gradual process which began 
with the Ll,2S0bn flotation in 
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January of an opening 20 per 
cent stake in San Paolo. Private 
shareholders have also gained 
greater representation in Banca 
di Roma via a complex convert- 
ible bond issued by Banco di 
Santo Spirito when it merged 
with the Rome savings bank. 

Privatisation should maka the 
banks more responsive to the 
market, and also provide funds 
for the expansion posable under 
more liberal branching rules. 
Credito Italiano's network has 
risen by L50 branches to more 
than 720 in the past three years. 
San Paolo plans to open 80 
branches this year. But none. of 
Italy's big banks has the nation- 
wide coverage offered by their 
French or UK counterparts. 

Extra funds will help the big 
banks taking shape to expand 
abroad. So far, only San Paolo, 
and, to a lesser extent, Banca 
Commerciale Italians (BCD, have 
sizeable foreign operations. 

Greater size will help banks 
fight off competition from foreign 
rivals at home under the Euro- 
pean Community’s liberalised 
banking rules. So far, the expec- 
ted push by foreign banks into 
Italy, lured by fat margins, has 
been limited by the scarcity of 
takeover candidates and high 
prices for the banks on offer. 


Only Deutsche Bank, which owns 
the 130-branch B»nra> d* America 
g d Italia, and Credit Lyonnais, 
which controls the 145-branch 
Credito Bergamasco, are present 
in force. 

But the foreigners want to 
grow. Credit Agricole, the big 
French bank and one of five 
members of the shareholders' 
pact controlling Banco Ambros- 
iano Veneto (Ambroveneto), 
Italy’s largest private-sector 
bank, looks poised to raise its 
presence. 

W ith two Ambroveneto 
shareholders planning 
to sell out, the French 
would like' to double their hold- 
ing to 25 per cent, subject to 
approval from the central bank 
and Ambroveneto’8 chairman. 
That may be a cautious step 
towards an eventual bid, required 
for any shareholder exceeding 29 
per cent 

Two, very different, institu- 
tions, have been left isolated. 
BCL once Italy's most prestigious 
bank on the basis of size and 
international representation, has 
been eclipsed by newcomers like 
San Paolo and Banca di Roma. 

It was widely expected that 
BCL rather than Credito Italiano, 
would top the government’s pri- 


vatisation list The fact that its 
fate remains unsettled has 
spurred speculation that it may 
be destined for a politically 
ordained merger with Banca Naz- 
ionale del Lavoro (BNL), the big, 
but disgraced. Treasury-owned 
bank implicated in improper 
lending to Iraq. 

Publicly. BCI’s management 
views a merger as anathema. In 
private, however, executives are 
not loath to a deal, subject to 
guarantees they will be in charge 
and further skeletons in BNL’s 
cupboard will be the govern- 
ment's responsibility. 

The rationalisation leaves 
Banco di Napoli, Banco di . Sicilia 
and Banco di Sardegna, three 
publicly owned banks from 
southern Italy, in search of part- 
ners. And Banca Nazionale 
dell’Agricoltura, until recently 
the biggest private-sector bank, 
feces an uphill task preserving 
its independence on the back of 
poor profits and management 

Rationalisation will be required 
among provincial savings banks. 
Some have joined forces, while 
others have brought in outside 
shareholders, often the big 
banks. But the pace must be 
accelerated If Italy is to gain a 
banking sector commensurate 
with its industrial base. 


Edwards 
to quit 
Lucas for 
TI Group 

By Roland Rudd In London 

LUCAS Industries, one of the 
UK’s largest engineering groups, 
is to lose its chief executive des- 
ignate, Mr Tony Edwards, to the 
rival TI Group. 

Mr Edwards, who was made 
group managing director in Feb- 
ruary, lost the support of his 
directors after a power-struggle 
with Sir Anthony Gill, chairman 
and chief executive. 

A recent board meeting 
decided not to appoint Mr 
Edwards to the top job and 
instead asked Sir Anthony to 
remain as chief executive for a 
least another year and as chair- 
man until the end of 1994. 

Sir Anthony said: “It is disap- 
pointing Mr Edwards did not 
establish himself as a suitable 
successor to me. It became clear 
in late August that it was not 
going to work.” 

He has approached somebody 
to replace Mr Edwards and an 
announcement is expected 
shortly. 

Mr Edwards' resignation Is the 
second to hit Lucas in a year. In 
March, Mr David Hankinson, 
then finance director, unexpect- 
edly resigned after losing key 
boardroom decisions. 

Mr Edwards had been credited 
by analysts with transforming 
Lncas Aerospace from three 
nationally-based companies into 
a leading player in Europe’s 
aerospace components sector. 

However, Sir Anthony said 
Lucas Aerospace was already a 
leading player in Europe when 
Mr Edwards took charge. “To 
credit Mr Edwards with trans- 
forming the aerospace division is 
not true. It recently reported the 
lowest operating profits for 
seven years, he said." 

Sir Anthony said he received a 
letter from Mr Edwards on 
Thursday telling him he 
intended to join the TI Group by 
December. 

Lucas recently announced a 
three-year restructuring pro- 
gramme involving 4,000 job cuts 
and the sale of companies not 
central to its aerospace and auto- 
motive business. 

Pre-tax profits fell to £22J3m 
(538.7m) in the year to July from 
£82£m a year ago. A net loss of 
£&Am compared with a net profit 
of £49.4m last time. 

• TI Group will contribute to 
Dowty's pension fund after a 
winding-up valuation by the 
actuary showed a possible short- 
fell of about £llm. Dowty, taken 
over by TI Group in. June, ceased 
contributions to the pension 
fund Mtriipr thbs year. 
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Japan learns 

from 


M R Noboru Hatakey- 
ama, the vice-minis- 
ter at Japan's Minis- 
try for International Trade and 
Industry, summed up the les- 
sons Tokyo's economic manda- 
rins needed to draw from the 
rise and fell of the bubble econ- 
omy - discipline. 

He said: “We became over- 
confident, too bullish. We 
should learn not to become too 
pleased with ourselves. The 
Japanese are a very disciplined 
people, but they became intoxi- 
cated by the bubble and they 
somehow forgot their disci- 
pline." 

The bubble is still deflating 
more than two years after it 
was punctured. The authorities 
are still learning as they take 
in the scale of the mess. 

This week Bank of Japan 
managers from branches 
around the country will dis- 
cuss the economy. Many ana- 
lysts believe this dbuld be a 
precursor to a further cut in 
interest rates. 

On Tuesday, the Ministry of 
Finance will disclose its esti- 
mate of the bank’s non-per- 
forming loans, expected to 
have risen from about Y8,000bn 
in March to about Yl2,000bn 
(S98Abn) at the end of Septem- 
ber. 

In the past six months 
Japan's economic policy con- 
sensus has moved from com- 
placency to concern. However, 
few would share the prognosis 
offered in Tokyo 10 days ago by 
Mr Alan Greenspan, chairman 
of the US Federal Reserve 
Board. He said the US and 
Japan were feeing a kind of 
downturn unknown since 1945. 

Mr Greenspan calls it “the 
balance sheet problem" as 
companies and consumers 
divert spending away from 
goods and services to reduce 
debts and rebuild assets. But 
the Japanese economy's bal- 
ance sheet suggests Tokyo pol- 
icy makers have reason to be 
optimistic. 

Japanese banks are still 
uncovering financial black 
holes created through exces- 
sive property lending in the 


lessons 
a burst 

late 1980s. Filling In the holes 
will take years. There will be 
more bank mergers, rescues 
and even failures among 
smaller institutions. 

But it seems unlikely there 
will be any crisis to compare 
with the Savings and Loans 
fiasco in the US. 

Japanese manufacturers are 
in better shape than their dis- 
mal profits over the past three 
years suggest. They are not 
overburdened by debt and 
most have deep cash reserves. 

During the bubble they 
invested in plant and equip- 


ment, whereas in the US more 
of the boom went into con- 
sumption. 

Small and medium-sized 
enterprises, the . bedrock of 
employment in- Japan, are 
hurting. They have lower cash 
reserves than large companies 
and are more dependent on the 
banks which are squeezing 
credit at a local leveL 

But Japan is better placed to 
avoid a bank squeeze on small 
companies than the US was. 
The vast, semi-public sector, 
postal savings sys t em - the 
Fiscal Investment and Loan 
Programme - should provide 
small business funding when 
banks withdraw credit 

The Japanese public and per- 
sonal sectors are in better 
shape than their US counter- 
parts. In the US, the private 
sector financial profligacy of 


bubble 


the late 1980s followed public 
sector fiscal profligacy. The US 
is so burdened by its federal 
deficit that monetary policy is 
the only lever of economic pol- 
icy. 

Japanese public finances 
were strictly controlled in the 
1980s, allowing the government 
to use fiscal and monetary poL 
ipy to revive the economy. Jap- 
anese households similarly are 
less indebted than their US 
equivalents. 

However, confidence that 
Japan can avoid the US’s 
struggle to resuscitate the 


economy does not rule out 
important changes in policy. 
The bubble’s burst 1ms already 
prompted reassessment of eco- 
nomic policy on four counts: 

• The movement of asset 
prices will loom larger. Eco- 
nomic bureaucrats are deter- 
mined the asset boom should 
not be repeated, which could 
have consequences for invest- 
ment in land and stocks. For 30 
years, Japanese corporations 
have invested spare cash in 
land on the assumption it 
would rise in value. Land 
prices in the 1990s may rise 
more slowly than the rate of 
growth of the economy, forcing 
widespread reassessm e nt of 
investment practices; 

• Domestic considerations will 
become more important than 
international concerns. The 
Japanese boom was partly cre- 


Economics Notebook 

By Charles Leadbeater in Tokyo 


ated to satisfy US demands for 
faster growth to reduce the 
Japanese trade surplus. In the 
wake of the 1967 stock market 
crash, the Japanese were also 
concerned that tighter mone- 
tary policy might risk a wide- 
spread financial crisis. 

Tokyo policymakers in part 
blame the bubble on bending 
over too far to satisfy foreign 
demands. As a result there is 
no appetite in Tokyo for inter- 
national moves to manage the 
dollar or promote growth. It 
will be more difficult to per- 
suade Japan to enter the kinds 
of economic agreements such 
as the Plaza and Louvre 
Accords of the mid-1960s; 

• Policy will increasingly 
focus on creating medium-term 
stability. As Dr Toshio Susuki, 
chief counsellor at the Nomura 
Research Institute put it: “We 
were Involved too much in 
short-term co-ordination rather 
than medium-term manage- 
ment. The most important con- 
tribution we can make to the 
international economy is to 
run an autonomous policy, but 
one dedicated to stable 
growth;’’ 

• Japanese policymakers, tra- 
ditionally focused on manufac- 
turing and investment, will 
now have to be concerned with 
the financial system as welL 

Mr Shljuro Ogata, senior 
adviser to Yamaichi Securities, 
said: “Policy was too slow to 
tighten in the late-1980s and 
too slow to ease in the lost 
year because policymakers 
were used to just leaking at 
the real economy rather than 
the financial system.” 

Ministry of Finance nffirisls 
remain committed to liberalisa- 
tion of the finance sector. But 
over the next few years the 
state will be so involved in 
helping the banks sort out 
their difficulties that re-regula- 
tion through the backdoor can- 
not be ruled out 

Turning the economy around 
will be more complex than in 
previous recessions. Discipline 
will play its part but more than 
that will be required to pull the 
economy off the bottom. 


UK stock 
market 
flotations 
fall sharply 

By Richard Gouriay In London 

ECONOMIC uncertainty and 
the crisis of confidence in gov- 
ernment policy have cut the 
number of companies floating 
on tiie UK stock market 

However, small, growing 
companies are increasingly 
likely to raise capital through 
flotations, said KPMG Peat 
Marwick, the international 
management consultancy. 

Only 20 companies floated in 
the third quarter of 1992, 
down from 28 in the same 
period last year. So far tills 
year there have been 52 flota- 
tions, compared with 91 in the 
whole of 1991 and 208 in 1986, 
the peak year. 

This trend coaid reverse as 
the economy moves out of 
recession. Companies needing 
to raise funds to expand would 
be increasingly attracted to 
the stock market, according to 
Mr Neil Austin, head of new 
Issues at KPMG. 

Banks, a traditional source 
of such funds, have become 
nervous about lending, espe- 
cially as the value of assets, 
which provide security for 
loans, has feUen. 

The banks are catting the 
amount they will lend on 
assets and are more reluctant 
to use a borrower’s inventory 
as collateral than they were 
three years ago. 

More flotations are expected 
as backers of the Iate-I980s 
management buy-outs seek an 
exit Managers of those compa- 
nies prefer a float to a trade 
sale to retain independence. 

The forecast increase in 
small company flotations 
comes when brokers are ceas- 
ing to make markets in 
smaller stocks. 
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ICI’s trading 
casts shadow 
over demerger 


By Paul Abrahams 

THE STOCK market has been 
hit by an attack of nerves 
about Imperial Chemical Indus- 
tries, Britain's biggest manu- 
facturer. 

It fears poor trading could 
force the company, which 
reports Its third quarter results 
.on. Thursday, to postpone plans 
to spUt itself into two separate 
groups. 

The plan, which was greeted 
with enthusiasm by investors 
when it was announced in 
July, involves dividing ICI’s 
activities between two compa- 
nies. Pharmaceuticals, agro- 
chemicals and most of its spe- 
cialities operations would form 
one, ICl Bioscience, leaving the 
rest, including industrial chem- 
icals, paints, materials and 
explosives, in a new ICL 

But the difficult trading cli- 
mate in the chemicals industry 
could put the demerger plan on 
hold. 

Analysts expect ICl to pro- 
duce pre-tax profits this year of 
about £61 Om, down from £843m 
in 1991 and £l.53bn in the peak 
year of 1989. The shares, which 
closed at £11.71 on the day of 
the demerger's announcement, 
slipped to £10.47 last week. 

When ICl made Its July 
announcement it included an 
opt-out clause. “Any decision 
would be taken in the light of 
market and other conditions 
prevailing at the relevant 
time." 

Since then, two factors have 
changed. Trading conditions in 
the chemical industry have 
deteriorated significantly and 
the performance of the phar- 
maceuticals division, which 
contributed more than half of 
ICVs profits last year, has been 
disappointing. 


Some analysts are concerned 
that the new ICl might not be 
sufficiently profitable in the 
present economic climate and 
could be liable to a takeover. 

Meanwhile, the poor perfor- 
mance of the divisions allo- 
cated to ICl Biosdence have 
also cast a shadow. 

The pharmaceuticals 

operations have been hit by 
the rapid decline of its best- 
selling product, Tenormin, the 
heart drug. One analyst 
believes the division's underly- 
ing growth is only 1 per cent at 
present. 

This may undermine ICI’s 
plans for ICl Biosclence to 
make a public offering shortly 
after the split to reduce the old 
group’s debts. 

If the split and public offer 
are postponed, icrs dividend 
could come under scrutiny. 
Pre-tax profits of. £6 10m this 
year would leave the group's 
55p dividend barely covered by 
earnings per share of about 
56p. 

Most analysts argue a divi- 
dend cut is unlikely, for this 
year at least. The balance 
sheet is strong enough to main- 
tain the payment and they 
believe the board would 
remember the market’s violent 
reaction when it slashed the 
1980 dividend. ICl would proba- 
bly prefer to dip into reserves 
rather than make a cut But 
the decision will not be taken 
until February. 

However, next year the 
board’s position may be more 
difficult if the trading position 
deteriorates further. 

Sir Denys Henderson, chair- 
man, is expected to give some 
indication about the split’s 
prospects on Thursday. A final 
decision whether to go ahead 
will be made next February. 


Usborne returns to 
profit as property 
activities cease 


USBORNE, the pig breeder and 
grain merchanting company, 
returned to profits in the six 
months to June 30 following its 
decision to withdraw from 
property development. 

On turnover of £l0l.2m 
(£90. 6m) pre-tax profits were 
£833,000 compared with losses 
of £3.75m, which was struck 
after a £4 .4m provision on a 
development Joint venture and 
losses of discontinued busi- 
nesses. 

Mr Derek Sawyer, chairman, 
said that all the residential 
properties owned by Usborne 
Developments had been sold 
and some letting of commercial 
properties were being achieved 
in difficult circumstances. 
Overheads of Usborne Develop- 
ments were being cut to a min- 
imum. 

Earnings per share were 


0.92p (losses 4-9p) and the 
interim dividend is being dou- 
bled to 02p after having been 
cut from 0.5p the previous 
year. 

Operating profits in grain 
merchanting improved to 
£755,000 compared with 
£580,000 while pig production 
advanced to £430,000 against 
£191,000. 

Mr Sawyer a aid that with- 
drawal from the ERM should 
be helpful to agriculture in the 
short term and he hoped that 
the violent swings in the pig 
market experienced in previ- 
ous cycles may be avoided this 
year. 

The company has changed 
its year end to June 30. There 
will be a second Interim report 
for the period to December 31 
1392. 


Losses cut 
at Conrad 
Continental 

Losses at Conrad Continental, 
which has interests In leather 
clothing, fashion accessories 
and sports coaching, were cut 
from £398,000 to £297,000 pre- 
tax for the half year ended 
June 30. 

The directors said the second 
half traditionally provided 
better trading conditions and 
added that they were 
confident of being able to 
report a profit for the 
period. 

First half turnover totalled 
£2. 82m (£4.57m). Losses per 
share emerged at 0.B9p (1.43p). 


Bridgend falls 
to £0.3m and 
halves dividend 

Profits before tax of the 
Bridgend Group, which has 
interests in the distribution 
and sendees and leisure indus- 
tries, fell from £403,000 to 
£295,000 for the first six 
months of 1392. 

The interim dividend is 
being halved to 0.2p and the 
filial payment will depend on 
the group's trading perfor- 
mance at year-end. 

First half turnover was static 
at £8.L8m, against I8j2 m . an** 
earnings per share of 0.7p 
compared with 1.05p last 
time. 


CONTRACTS & TENDERS 



OPEN TENDER FOR 

AGENTS FOR SECOND TIER ELECTRICITY MARKET 

NGC Settlements Urn lied, a wholly-owned subsidiary of The National Grid 
Company pic, invites organisations to prc-qualify for providing so agency service 
comprising collection and processing of data from Second Tier Ctastoaier meters. 

The Second Tin Market w an established in 1989 lo enable organisations that 
consume more Uun 1MW lo bay electricity directly from Second Her Suppliers. 
The Regions! Electricity Companies currently acr as Second Tier Agents unto 3tst 
March 1994. After this date the market will he extended lo cover those Uni 
consume mote than tOOkW. It U Intended that a further edemiou of die market to 
all customers will take place on 1st April 1998. 

NGC Settlements United intends to appoint one or mare Second Tier Agents to. 
provide a data collection and processing sendee for all Second Tier Customers for 
ail or part of England and Woks for a period of two or four years from 1st April 
1994. The opportunity to tender for this agency is open to any organisation or 
consortium that can demonstrate appropriate capability and experience. The agent 
will be required to capture data both electronically and manually from meter 
equipment at customer sites, to process the data and to transmit the results 
electronically via a telecommumca lions network to NGC Settlements Limited. 

Organisations Interested in tendering for the Second Her Agency service ire 
required to apply for pre-qualification by submitting a Capability Statement on or 
before 6lb November 1992. Details of 1 be required formal for submissions and 
farther information on the role of Second Tier Agent are available bom: 

Mr C Seymour 

NGC Settlements Limited 

Qiy Gate 

22 Southwark Bridge Rood 

London SE19HB Tel: 07I-77S 3861 



Birmingham 
Post group 
at f 3.47m 
after 
buy-out 

By Raymond Snoddy 

MIDLAND Independent 
Newspapers, publishers of the 
Birmingham Post and Mail, 
will announce today that it 
made a healthy profit, despite 
the recession. In its first 
report since file management 
buy-out from Ingersoll News- 
papers. 

In the six months to the end 
of June, the group which also 
publishes the Coventry Even- 
ing Telegraph, reported pre- 
tax profits or 23.47m. Trading 
profits rose almost four times 
to £7.3m. 

The £l25m buy-out, with the 
support of Candover Invest- 
ments and CINVen, the ven- 
ture capital group, was com- 
pleted on November 14 last 
year. The management team, 
led by Mr Chris Oakley, the 
i»hi«»f executive, and Mr John 
Wbitehouse, finance director, 
were widely believed to have 
paid a full price. 

Despite the decline in 
recruitment and property 
advertising total advertising 
revenue Increased by 2.7 per 
cent, mainly through attract- 
ing new business. 

A trading profit for the 
group’s dominant newspaper 
activities of £&98m, compares 
with £L72m. Return on turn- 
over was 21.5 per cent at the 
trading level and 10 per cent 
at the pre-tax. 

Apart from attracting new 
bus i nes s the main reason for 
the company’s strengthened 
position seems to have been a 
substantial reduction in oper- 
ating costs from £29 .6m to 
£25.5m. 

The neW wanapwwnf team 

have been looking at every 
aspect of the company’s opera- 
tion. The results have Included 
a reorganisation of the press 
room and drivers moving to 
contract employment 

Sir Norman Fowler, chair- 
man, believes the company has 
made an impressive start fol- 
lowing the change of owner- 
ship. . 

Since the buy-out the com- 
pany has acquired the Nun- 
eaton Tribune and Hinckley 
Journal titles and launched 
County, a new Country Life 
style magazine ter the coun- 
ties of Warwickshire, Hereford 
and Worcestershire. 

Trading profits of about 
£14m are expected ter the full 
year. 


Grupo Torras makes a little history 

Peter Bruce on the accounting problems of KIO’s Spanish subsidiary 


D URING the next few 
days, Grupo Torras, 
the Spanish industrial 
holding company wholly- 
owned by the Kuwait Invest- 
ment Office (KIO), will make a 
little history by refusing to 
sign the 1991 accounts pre- 
pared by its auditors, Coopers 
& Lybrand. 

It will be the biggest Spanish 
company ever to reject a set of 
accounts in this way, and the 
gravity of the action is com- 
pounded by the fact that Coo- 
pers has apparently reversed a 
Pta2Jbn (526.4m) consolidated 
1 profit reported by Torras to a 
I loss, understood to be close to 
Pta37bn. 

The KIO’s lawyers have 
advised them not to sig n off 
I the accounts, arguing that to 
do so would be construed as 
j agreeing they are a true and 
I fair reflection of the company's 
behaviour. 

That is something no one in 
j the KIO headquarters in Lon- 
don or the Torras offices in 
Madrid is prepared to bet on. 

I The KIO’s lawyers, Stephenson 
1 Harwood, and its auditors, 
KPMG Feat Marwick, are close 
to completing a six-month 
investigation into claims by 
new managers at KIO and Tor- 
ras that the $4bn in cash put 
, into Spanish Investments by 
the KIO since the mid-1980s 
has been wasted and lost 
. Until last spring, the KIO 
had been run directly by mem- 
bers of Kuwait’s ruling Al-Sa- 
bah family , its new managers, 
strengthened by the scale of 
opposition to the Al-Sabahs in 
Kuwait's recent election, have 
begun to turn on the heat 
in their efforts to discover 


what went wrong in Spun. 

Their conviction that some- 
thing bos gone wrong has been 
strongly supported by a three- 
month investigation into the 
future of the Spanish business 
by Salomon Brothers. 

“At June 30 1992," Salomon 
says, “Grupo Torras had a neg- 
ative net worth of Pta5L3bn. If 
we capitalise all the loans (to 
Torras) outstanding from 
KIO . . . this figure would 
become a positive Pta5.99bn. If 
we further adjust for present 
valuations of the companies (in 
the Torras portfolio), it goes to 
a negative net worth of 
Pta58.Q6bn." 

What irritates the new KIO 
management is that the money 
the KIO invests is from the 
Kuwaiti Fund ter Future Gen- 
erations, a sort of national pen- 
sion. Last November, Peat Mar- 
wick reported that $2.7bu in 
cash has been invested in 
Spain. A further 5l.2bn has 
been transferred from KIO to 
Spain this year. What, they 
ask, has happened to the 
money? 

Grupo Torras Is a compli- 
cated animal Salomon says “it 
can be likened to the conglom- 
erates popular in the 2960s, 
when it was believed that 
finanriai and management acu- 
men could bring additional 
benefits to this type of organi- 
sation (an indus tri a l holding) 
- however, this was rarely 
proven to be the case”. 

But it was also Salomon 
Brothers who, in November 
1988, designed the flotation of 
Grupo Torras, praising it as “a 
strongly profitable holding 
company with pan-European 
ambitions’’. Torras, the invest- 



Javier de la Rosa: built up 
Torras with KIO management 


ment said fo pT| i had car- 
ried out a diversification pro- 
gramme “with timely acquisi- 
tions in some of the 
fastest-growing sectors of the 
Spanish economy”. 

Curiously, Torras is not fol- 
lowing a Salomon recommen- 
dation that it find a partner ter 
tiie holding company itself. “If 
KIO cannot find a suitable 
partner who can . . . progres- 
sively take control of the 
investment, over time the 
group should be eliminated 
and as each individual strategy 
for the. subsidiaries is adapted, 
the investments should be 
passed to other KIO entities,” 
the report says. 

B ut the past will not go 
away. Mr Javier de la 
Rosa, the Catalan finan- 
cier who teamed up with the 
former KIO management to 
build up Torras, has an 18 per 
cent stake in Ercros which he 
says he was merely bolding for 
Torras. Torras refuses to recog- 


nise this- Also, Mr Fouad Jaf- 
far, the tenner KIO managing 
director who led the expansion 
in Spain, and a US property 
developer hold passive stakes 
in Prima which Torras is also 
refusing to recognise. 

The distrust between the old 
KIO management and Mr De la 
Rosa, and the new KIO-Torras 
team, is considerable. The KIO 
was astonished to find a con- 
tract signed in February 1990 
between Torras and Mr De la 
Rosa’s investment company, 
Quail Espana, giving Quail 
control of the management of 
Torres, pins commissions on 
business done by Quail on Tor- 
res' fa»haTf and a $50m termina- 
tion fee. 

But this contract was just a 
renewal of an almost identical 
one signed in June 1987, with 
the support of the KIO’s 
long-standing chairman, now 
retired. Sheikh Fahad Al-Sa- 
bah. 

Mr De la Rosa says Quail had 
made about $l20m in commis- 
sions from Torres since 1987 
but passed the bulk of these on 
to third parties it had con- 
tracted. “I have nothing to 
hide,” he says. “We kept 
between 530m and $40m and it 
was all declared.” 

Whether the KIO investiga- 
tion will be able to turn the 
suspicion that something offen- 
sive happened to its money in 
Spain into fact is a moot point. 

Highly-geared developments 
by Prima and the Slbn invest- 
ment in a producer of commod- 
ity chemicals like Ercros were 
ill-judged, but win that satisfy 
the Kuwaiti politicians 
demanding answers to the 
Spain debacle? 


Finmeccanica set for stock exchange debut 


By Haig SImonian In Milan 

FINMECCANICA, the Italian 
state-owned aerospace and 
engineering holding company 
which is part of the IBI group, 
will today make its stock 
pYohangw debut following the 
reverse takeover of Sifa, a 
quoted financial holding com- 
pany already under its 
control. 

The transaction by Fin- 
meccanica. which also controls 
the quoted Alenia aerospace 
and Ansaldo Trasporti engi- 
neering companies, was origi- 
nally to have been the prelude 
to a multi-stage capital 
increase of up to Ll,700bn 
(5785m). 

However, the plans have 


been thrown Into confusion by 
the financial problems of mi, 
struggling to reduce its heavy 
debt burden and probably 
reluctant to put up the L4S3bn 
required. 

Private investors would also 
have been offered a stake in 
Finmeccanica at a later stage 
through a L999bn convertible 
bond with warrants to boy 
shares. 

However,, changes in tax law 
have made the bond issue less 
advantageous, while investor 
Interest in Italian equity 
issues has been tempered by 
the poor performance of the 
bourse. 

The incorporation of Sifa, 
which has interests in equity 
trading and property, has 


sharply improved Finmeccan- 
ica’s financial position. Sfe is 
thoaght to have had about 
L350bn in liquidity, while sub- 
sequent property sales have 
pushed the total to around 
L800bn, bankers say. 

Last week, the Italian gov- 
ernment announced the loss- 
making aerospace and defence 
interests of Efim, the state 
holding company in liquida- 
tion, would be transferred to 
TRl on a management basis, 
pending a sale. 

Bankers expect the two main 
companies concerned, Agusta 
In helicopters and Ota Melara 
in missiles. fcb be rurTby Fin- 
meccanica, possibly as a pre- 
lude to an outright takeover 
once they are restructured 


However, it is unclear 
whether the additional funds 
available through the merger 
with Sifa will spur Finmeccan- 
ica, which has grown through 
acquisitions. 

Last year, it reported a 
L525bn loss after meeting a 
European Qommiaton require- 
ment to repay IRI L615bn in 
respect of aid to the Alfa 
Romeo cars group, which it 
used to own. Group sales 
amounted to L10,966bn. 

Although the government 
has said it will take on Agus- 
ta’s and Oto Melara’s debts, 
Finmeccanica Is expected to 
seek tight guarantees on fixture 
order levels and employment 
before agreeing to buy the two 
outright 


CBOT to 
investigate 
irregular 
trades 

By Laurie Morse In Chicago 

THE CHICAGO Board of Trade 
has asked federal investigators 
to look into a series of irregu- 
lar trades that shook its US 
Treasury bond futures and 
options pits, and has acted to 
ensure the repercussions do 
not harm exchange customers. 

A small and well-respected 
CBOT clearing firm, Lee B. 
Stern, a Chicago-based broker- 
age concern which guaranteed 
the who made the huge 
trades last Thursday, failed to 
meet a 59m margin call that 
evening. Stem is responsible 
for the man’s debts, even 
thongh he was not an 
employee or an associate of 
the firm. 

In an effort to collect the 
debt the CBOT barred Stern 
from doing customer business, 
transferred existing customer 
a c count s to another member- 
firm, and suspended the mem- 
berships of the three princi- 
pals in the firm: Mr Lee Stern, 
Mr Daniel Stem, and a former 
second vice-chairman of the 
exchange, Mr Les Mouscher. 

The CBOT took steps to 
guarantee the financial integ- 
rity of the exchange, a spokes- 
man said, and has not accused 
Stem of any wrongdoing. Mr 
Lee Stern was not immediately 
available for comment. GntU 
his seat was frozen, he was 
chairman of the CBfXTs floor 
practices committee. 

The size of the trades could 
represent more than 530m. 
Floor members say It appears 
the trades were made by an 
nnauthorised, and as yet 
unnamed, member. 

The trades began shortly 
before news that the US job- 
less situation had Improved 
slightly last week, a negative 
piece of news for bond prices. 
Within a few minutes the put 
purchases reached about 
.30,000 contracts, a huge 
amount in a market where 
trades are more usual in quan- 
tities of 50 to 100. 

They also hit bond prices, 
which had began to slide on 
the jobless report The man 
then ordered pit brokers to 
sell thousands of bond fixtures 
contracts. The action helped 
drive Treasury prices down to 
their lowest level of the day. 

The Chicago office of the 
Federal Bureau of Investiga- 
tion confirmed that it had 
opened an inquiry on the case 
at the CBOTs request as had 
the US Attorney’s office. 


NEWS DIGEST 


to Pta59bn in third ten 


By Tom Bums In Madrid 

BANCO Bilbao Vizcaya, the 
Spanish bank, reported a 19.8 
per cent fall in third-quarter 
net Income to Pta59bn (5551m) 
compared with the same period 
last year due to a sharp drop in 
extraordinary items. The group 
showed a slight improvement 
in its banking business. 

The operating margin rose 
by 3.1 per cent after a 13.8 per 
cent increase in other ordinary 
revenue, chiefly fee income. 
Operating profit was up 4.7 per 
cent to PtalOlbn. At the six- 
month stage, the operating 
margin had risen by 2£ per 
cent and operating profit by 3.8 
per cent. 


BBV implemented stringent 
cost-cutting which led to a 4.4 
decrease in overheads and con- 
tained the rise of trading 
expenses to just 2.2 per 
cent 

The bank said that, in con- 
trast to elsewhere in the bank- 
ing sector, doubtful debts had 
risen by ‘‘only" 3 per cent over 
the nine months and that loans 
were up by just 3.6 per cent 
due to the slack demand of sol- 
vent borrowers. 

The third-quarter results 
came as BBV sold its interests 
in the Kesa and Kas soft drinks 
producers to PepsiCo, realising 
capital gains of Pta7bn which 
will be accounted in the fourth 
quarter. 


Asahi cuts Foster’s stake 


Heseltine 
accepts AAH 
undertakings 

By Peter Pearee 

MR Michael Heseltine, the 
president of the Board of 
Trade, has accepted undertak- 
ings from AAH Holdtngs, the 
pharmaceuticals wholesaler, 
that it will abide by “protec- 
tive measures” until the end of 
March 1993 to safeguard “new 
entry” into its market in the 
Grampian and Highland 
region of Scotland. 

He originally found that 
AAETs acquisition of the UK 
business of Medicophanna, the 
Dutch pharmaceuticals whole- 
saler which withdrew from the 
UK market in November 1991. 
had stifled, competition in that 
region, though not nationally. 
He had recommended that 
AAH divest the acquired ware- 
house In Aberdeen. 

However since Norscot Phar- 
maceuticals, the core of 
which is the management of 
Medlcopharma’s Aberdeen 
branch, entered the mar- 
ket at the beginning of April, 
Mr Heseltine has accepted 
that it is no longer necess- 
ary for AAH to proceed with 
the divestment, merely 
with the protective meas- 
ures. 

Mr George Berry, ma n aging 
director of Norscot, said he 
was mildly surprised by the 
decision, but not worried by. It 
In the £50m regional market, 
Norscot was on schedule for 
about £15m turnover in its 


Jarvis falls 
to losses 
of £1.72m 

JARVIS, the construction and 
property group, incurred a pre- 
tax loss of £1.72m for the half 
year ended June 30 and is omit- 
ting its interim di v idend. 

For the same period of the 
previous year the company 
returned profits of £71,000 and 
paid a 0.25p dividend. 

Turnover fell to £48m (£61m) 
and losses per share worked 
through at 9£p (earnings 0.3p). 

The directors said a further 
loss would be incurred In the 
second half but added that it 
would be at a lower level 
than for the opening six 
months. 

Bullers warns of 
receivership 

Bullers, the maker of gift- 
ware and decorative accesso- 
ries, is expected to need fur- 
ther new finance next year and 
is in danger of going Into 
receivership. 

The warnings came from 
directors as they reported pre- 
tax losses of £3 .33m for the 18 
months to June 30. compared 
with losses of £4.77m in the 
previous 12 months. Turnover 
was flOSm (£12 An). 

They said that if the loan 
from Gamlestaden were not 
converted Into convertible pref- 


erence shares, which is 
planned under the arrange- 
ments announced earlier this 
month, the company might not 
be able to continue trading. 

Even if the conversion went 
ahead the directors were 
unable to state that there was 
sufficient working capital for 
the foreseeable future. 

The accounts were prepared 
on a going concern basis but 
they were qualified by the 
auditors as this might not be a 
proper basis. 

Losses per share came out at 
4£p (12.72p). 

GR (Holdings) 
declines 66 % 

GR (Holdings), which oper- 
ates Grayshott Hall health cen- 
tre, deals in property and pro- 
cesses and merchants 
sheepskins, reported pre-tax 
profits down 66 per cent from 
£1.62m to £549,000 in the year 
to June 30. 

After an extraordinary 
charge of £356,000 attributable 
losses were £14,600, compared 
with profits of £413,000. 

Earnings per share came out 
at 1.4p (6.5p). The proposed 
final dividend is i.6p (L75p) for 
a total of 27p (2.15p) which 
includes a special 25p dividend 
paid at the interim stage. 

Downiebrae decline 
continues 

The profit decline at Downie- 
brae Holdings continued in the 
first half of 1992 with a pre-tax 
figure of £152,000, against 
£241,000. The Glasgow-based 
company said that no immedi- 
ate improvement was forecast 

Turnover for this maker of 
pipe flanges and cutter of steel 
profiles increased to £822,000 
(£808,000). Earnings per share 
were 0.7p (l.07p>. 

Morgan Grenfell 
Equity assets rise 

Net asset value of Morgan 
Grenfell Equity Income Trust 
stood at 94.l5p at end-Septem- 
ber. The trust’s shares were 
first listed In November 1991 
and the figure compares with 
89. 7p at end -March 1998. 

Available revenue for the 
year amounted to £922,000, 
equal to earnings of &7p per 
share. A final dividend of 2.45p 
makes a 3.45p total 


By Emiko Terazono In Tokyo 

ASAHI Breweries, the 
Japanese beer company, has 
reduced its stake in Foster’s 
Brewing Group, the Australian 
brewer, by selling the bulk of 
its entitlement to a new share 
issue. 

Asahi has sold 88m shares, 
reducing its stake in Foster’s, 
the world's fourth-largest beer 
maker, from 20 per cent to 17 
per cent. 


Foster’s is raising some 
A$lbn (US$7Q0m) by Issuing 
two new shares for every five 
held. 

Asahi obtained a 20 per cent 
stake in the Australian brewer 
In 1990. It had expressed inter- 
est In increasing Its stake, 
but had decided to sell its 
rights. 

The company feces a cash- 
flow squeeze due to Increases 
In Interest payments on h ank 
borrowings and straight bonds. 


Agreement to 
save Fokker 
step closer 

DEUTSCHE Aerospace of 
Germany is near a definitive 
agreement with the Dutch gov- 
ernment that would pull cash- 
strapped Fokker, the Dutch 
aircraft maker, out of finan- 
cial difficulties, AP-DJ reports 
from Amsterdam. 

Sources said over the week- 
end that all the parties on Fri- 
day readied an informal con- 
sensus over key terms for the 
transaction. 

The definitive agreement for 
the takeover is understood to 
Involve DASA paying between 
FI 35 and FI 40 a share for the 
I0.6m Fokker shares held by 
the government, and 13.2m 
shares it would buy directly 
from Fokker through a private 
placement 

There were suggestions in 
European aerospace Industry 
circles that DASA would end 
up paying around FI 37, well 
above Fokkeris dosing price of 
FI 15.80 a share on the Amster- 
dam exchange on Friday. 

At that price, the deal would 
be worth around FI 880m 
(5510m); in July, Fokker expec- 
ted well over FI lbn. 

The Dutch state owns nearly 
32 per cent of the bourse-listed 
Fokker and has a round 
FI l-8bn of farther exposure to 
the company via development 
credits and loan guarantees. 


first year. 


Correction 

Airline market share 

Due to an error a table which 
appeared in the Financial 
Times of October 24/25 under 
the headline ‘Flying into a 
storm of competitor protest’ 
was entitled: Gatwick Market 


Shares in 1991. This should 
have read; UK Airlines Overall 
Market Shares in 1991. 

We apologise for the error. 
The correct table is reprinted 
below. 


UK AIRLINES OVERALL MARKET SHARES IN 1991 
Per cent share Of passengers carried 
on scheduled services 


Airline 

Domestic 

International 

Total 

British Airways 

43.1 

77.8 

66.1 

British Midland 

18.7 

5.4 

8.9 

Air UK 

9.5 

3.5 

5.5 

Dan Air 

8 2 

5.3 

5.8 

Virgin Atlantic 

0.0 

4.2 

2.8 

Other UK carriers 

22.4 

3.8 

10.1 



CROSS BORDER M&A DEALS 


TARGET 

SECTOR 

VALUE 

COMMENT 

Roy Foods (South Africa) 
/Anglo-American Corp 

Del Monte Food9 
International (UK) 

Food 

£380m 

Successful LBO 
exit 

Pesdbody Coal (US) 

Australian Unit ol 

Coatain (UK) 

Coal 

£176m 

Hanson core 

business 

expansion 

Minorco (Luxembourg) 

Collabuasi (Chile) 

Copper Mining 

£118m 

Buying stake 
from Chevron 

Ethyl Corporation 

Potasse et Prodults 
Ghimiques (France) 

Chemical 

products 

£63m 

Rhon e-Poulenc 

continues 

disposals 

Alcoa (USVHungahi 
(Hungary) 

Alcoa-Kotem (JV) 

Aluminium 

£63m 

Privatisation 

deal 

HaMuod Nycomed 
(Norway) 

Laboratories Leo 

(Spain) 

Pharmaceuticals 

Cl 7m 

Targetting 

Spanish market 

Transport Development 
Group (UK) 

Cotradip (France) 

Drinks 

distribution 

£8.4ui 

Buy from Rerny 
Cointreau 

•tamer Fenton Slade (UK) 

Kroner (Holland) 

lqsurance 

£1m 

27.5% stake 

Hu els Trolsdorf 
(Germany) 

Spanish unit of BP (UK) 

Polyethylene 

foam 

n/a 

BP completes 
sector exit 

Wagon Industrial (UK) 

Polypal (Belgium) 

Storage 

equipment 

£32.3m 

Largest in a 
series - ■ 



x. 
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Borrowing surge hits fortunes of sovereign issues 


THE SURGE in borrowing needs of 
many European countries has 
caused a sharp reversal of fortune 
for many sovereign Eurobonds in 
the secondary market. 

But the widening of sovereign 
yield spreads In the secondary mar- 
ket may well reflect a change in 
sentiment engendered by fears of 
supply, rather than any fundamen- 
tal changes in credltwmthiness. 

Some European countries face a 
sharp increase in immediate bor- 
rowing needs In order to repay 
short-term debts incurred in the for- 
eign exchange market Heavy Inter- 
vention in the foreign exchange 
market in September, in an effort to 
support their currencies, has also 
left some countries with severely 
weakened foreign exchange 
reserves to be replenished. 

The UK, Sweden, Norway, Fin- 
land, Denmark, Spain and Italy are 
among the European sovereign bor- 
rowers with increased funding 
needs. Some of these are also strug- 
gling to cope with growing budget 
deficits caused by shrinking 
receipts due to economic recession. 

But these factors may not be 
enough to jeopardise the current 
credit ratings of European sover- 
eign borrowers. 
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“There is a tendency to view 
exchange rate pressure and domes- 
tic economic problems as synony- 
mous with declining credit q uali ty," 
says Mr Philip Bates, of Stan- 
dard & Poor’s sovereign risk group. 
“In many cases, these problems do 
not directly affect countries' exter- 
nal indebtedness." 

The general view that European 
sovereigns are declining credits is 
not borne out by a closer look at 
their creditworthiness, he argues. 

Mr Bates points out that for for- 
eign currency debt ratings, the 


emphasis is on a country’s external 
financial position. Credit analysts 
must consider to what extent imbal- 
ances in the domestic economy are 
translating into increases in the 
current account deficit. 

In the case of the UK, for exam- 
ple, rumours of a possible down- 
grade of the country's triple-A rated 
debt circulated widely last week, 
ahead of the UK’s record DM5bn 
Eurobond. In fact, there was never 
any question of downgrade, says Mr 
Bates. “The UK credit rating is not 
under any HnH of threat." 


In addition, fhe UK’s public 
finances are "very strong" and 
although the budget position has 
deteriorated, the UK still has “a lot 

of financial flexibility." 

Other countries seeking funds in 
the international capital markets 
are actually improving credits. Den- 
mark, after having its debt rating 
lowered twice in the 1960s, has 
moved up to a AA+ credit with a 
stable outlook. - 

Ireland is another improving 
credit, having stepped up from A+ 
to AA-, after reducing its budget 
deficit. Portugal has improved from 
A to A+, and Spain is rated AA 
with a positive outlook, despite wor- 
ries about the effect on foreign 
investment of recently-imposed cap- 
ital controls. Sweden, despite its 
current financial crisis, still has a 
triple-A rating and has a declining 
net external debt trend. 

The two cases which are of more 
serious concern are Italy, currently 
rated AA+ by S&P, where the effec- 
tiveness of attempts to control the 
budget deficit remains questionable, 
and Finland, which has experienced 
a surge in net external debt to 150 
per cent of exports. 

Although spreads of sovereign 
debt have started to recover 


slightly, some debt is still trading at 
very wide spreads, making further 
financing more difficult. 

For example, the yield spread of 
Finland's FFr4bn issue due 2003 has 
widened from 41 basis points over 
the curve in July to 100 basis 
points. For Finland, and also for 
Sweden, both considering tapping 
the French market, this is likely to 
boost the cost of new issues. 

Apart from the D-Mark bond mar- 
ket, the focus of sovereign borrow- 
ers’ attentions, the French market 
is considered one of few accessible 
markets, and sovereign borrowers 
such as the UK and Denmark are 
also keeping an eye on the sector. 

hi the dollar market. Italy’s 8% 
per cent issue due 2001 has widened 
from 57 basis points over the yield 
curve in mid-September to 116 basis 
points, while, Norway’s 7% per cent 
Issue due 1997 has widened from 44 
to 54 basis points over the curve. 

From a trader's point of view, 
steady credit ratings are only part 
of the equation. Trading perfor- 
mance is affected by investors' per- 
ceptions of economic and political 
risk, even where they have no spe- 
cific Impact on ratings. 

Tracy Corrigan 


Anthony Harris 


Selsdon Man 
buried yet again 


NEW INTERNATIONAL BOND ISSUES 


Borrowers 

US DOLLARS 

Toa Steel Co.(l>p 
JP Morgan A Co.lnc.fett 
Kissel Pharmaceutical (a 
WP Holdings Carp. 

Daewoo Electronics Co.(h}§ 
Kingdom of Denmark 
CS Holding Fln.(m)| 
Cemexfn) 

World Bankfott 
Banco Credlbancofp) 

GECC 

ABB IntFInance 
European Inv.Bankfrtt 

D-MARKS 

United Kingdom 
Nissan Co.fqj* 

Republic oflrslandfs) 

STERLING 

Cheltenham A Gloucester!)) 
First Ifttt 

Yorkshire 8idg Socfatyfu) 

FRENCH FRANCS 

Credit Fonder da Fr.(f) 

Alcatel Ala thorn 

BectrlcJtt de Francafk) 

Soc.GSnAcceptancsfl>9 

BNP 

LVMH 

CANADIAN DOLLARS 
European lnv.Bank 

DANISH KRONER 

Finance for Danish Ind 


Maturity 


Book runner 


Offer yield 
% 


100 

99.625 

100 

98J57 

100 

101.0075 

100 

95.66 

89.5 

QRQM 

101.0375 

101 

8JL25 


Nomura Int 
JP Morgan Secs. 
Dahva Europe 
Santander Jnv.Bk 
Nikko Europe 
Goldman Sachs Int 
CSFB 

Citicorp lnv.Bank 
Kidder. Peabody InL 
Chartered WestLB 
Paribas Cap.Mkts 
CSFB 

Kidder, Peabody 


101.71 Deutsche Bank 
100 Nomura BkfOeutsch.) 
Drasdner Bank 


100.962 Salomon BrosJnt 
100 Baring Bros A Co. 
99569 Baring Bros & Co. 


9857 SodttA GdnSraJa 
10057 Socittd GAnArals 
44.17 CCF ■ 

100 Soctttt GAn Stale 
101.164 BNP Cap.Mkts 
101.45 Crtdlt Lyonnais 


10055 Hambros Bank 


101575 Unibank 


Borrowers 

SWISS FRANCS 

Canon Sales Ca.(a)4** 
Tosho Printing Co.(b)+** 
Taiyo Kagaku Co.(d)*** 

Toa Corputbp** 

France Telecom 
European lnv.Bank 
Kommunlnvest I Orebro Lan 
Kefhan Elec.RaHwsyfg}4 
Chugoku M.Palntatf)*** 

Ag Ajlkawa Corp.** 

Land Stole mark 
AhlEkan Co. 

City of Vienna 

Kansal Supermarket^)*** 

LUXEMBOURG FRANCS 
Caisse Centrals Desjardins 
BNP (Luxembourg) 

Arbed 

IKB Deutsche Industriebank 
Bayerische Verelnabaok InL 
Crtdlt Agricole D'lle de Fr. 
Crtdlt Agricole Nord-Est 
Cregem IntBank 


Amount 

m. 

Maturity 

Av. life 
years 

“r 

Price 

Book runner 

Offer yield 
% 

360 

1998 

4 

ZB 

100 

BSI 

- 

BO 

1996 

4 

2J> 

100 

Nikko BkfSwftz.) 

- 

60 

1998 

4 

2.625 

100 

Nomura Bk(Swltz.) 

- 

GO 

1996 

4 

Z5 

100 

Nikko Bk(Swftz.) 

- 

150 

1897 

5 

B2S 

1074 

Swiss Bank Corp. 

5682 

600 

2000 

a 

625 

102.26 

Swiss Bank Corp. 

SMB 

150 

1997 

5 

65 

101 . 

Crtdt Suisse 

6.013 

100 

1996 

4 

2£ 

100 

Nikko BkfSwttz.) 

. 

70 

1906 

4 

2.5 

100 

CMbanHSwitt.) 

- 

10 

1907 

5 

4625 

101.125 DKBlSctnraiz.) 

6355 

190 

2002 

10 

625 

101.75 

Wlrtschafi»-& Prtvatt* 

6012 

12 

1907 

5 

6.625 

flQBM 

Sanwa BkfSebwelz.) 

6716 

200 

2003 

10 

625 

10SL2S 

Wfrt8chafts-& Privatbk 

6945 

60 

1998 

4 

25 

100 

Yamalcht BkJSwfe.) 


1.5bfl 

2002 

10 

65 

10225 

CrAdlt European 

6162 

ibn 

2002 

10 

6375 

102.15 

Cregem IntBank 

6054 

1.5bn 

1997 

'5 

8.825 

101.25 

BGL 

6309 

3b n 

2003 

10 

a.5 

102.125 Paribas Lux. 

6181 

Ibn 

2002 

10 

8.125 

1(&2 

Kredletbank 

7.800 

Ibn 

2002 . 

9.58 

8.125 

101.85 

BfL 

7.832 

600 

2002 

10 

■ 8.25 

102,375 Cregem IntBank 

7.866 

300 

1995 

3 

8.125 

102.125 Cregem IntBank 

7511 
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Final tarma fixed on 27/IOfBL dl Exareha pr e miu m bad at Ih. Callable ban S0M0/S4 at 100% dedining by h% aanU-amuaNy. a) 
Coupon pays S-menbi Libor. Ubiinum coupon 5I»%, maximum UiS. Q Fungfoto wttfi outstanding Wr&Sbn bonds. Ptua 273 days accrued 
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Idnlnum coupon AS, maxfoiunirt %• p) Cordon payabfo MmFannuatfy. to Final torn* (bad on sarwm. 7) RarpIbtoefOi mdatfng S400m 
Issue. Coupon paya 2fibp below Sraonth Libor. Maximum coupon 0>«%. mWwcrn B%. a) Fungtete wMi OUMOm laaua launcbad 1/UVB2 
from 12/11/82. Plus 20 day* accrued Inti rare. mas, teas rxxfladnaad 0 


from 12/11/82. Plus 20 daya accrued In ter est Plica, teas wxfladnaad Q Coupon pays 82_5bp over 3-month Ubor tor 9 years (ncrsaalng to 
12f5bp tftera al te i . CalteMa bi OcL05 at par. u) Coupon pays 11%% tor 2B years. Suable at par on 24/11/2017 after which coupon wtU bo 
teste to yield 3i0bpa over 0 year gtlt Nora. YWda cafodlatarf on BMA basla. 


REMEMBER Sels- 
don Man? He was 
the new, bone dry 
Tory model 
designed in the 
19608 by Sir Keith 
Joseph, and origi- 
nally personified 
by Sir Edward 
Heath. He ran into 
a nasty economic recession, and 
was quietly buried. • 

Eight year9 later he was 
reincarnated, as a woman. Same 
story. Unexpectedly deep reces- 
sion. float the pound, dash for 
growth, inflatio n. Finally we got 
the riitniim* Major version, whose 
batteries ran down in less than six 
months. If this was purely a Brit- 
ish story, one might simply con- 
clude that Selsdon Man was a 
fraud, and leave It there. But there 
is a significant under-theme. Each 
time Britain suffered unforeseen 
recession, or dashed for growth, it 
did so in good company. 

In 1972, nearly all developed 
countries were on the same track; 
in the mid-1980s, most of the 
Rn gligh- a ppalring world; ppd this 

time, the hlggest economies. Naive 
people might be comforted to 
know that our “new” policies are 
so fashionable. (I suspect that Mr 
Major thinks like that.) 

But any well- trained NCO 
knows that when you are all 
crossing a bridge, you must break 
step. Apparently stable structures 
can be shaken to bits if everyone 
moves at the same moment, so 
that each impact reinforces all the 
rest. This analogy helps to explain 
why the recessions and the subse- 
quent inflations were so much 
worse than forecast 
Normally, a large part of the 
impact of any shift in domestic 
policy is absorbed overseas, with 
little effect Sometimes, indeed, 
domestic actions seem to have no 
effect at all. and officiate suffer 
nasty turns when they may even 
doubt their own existence. (The 
British treasury is just trying to 
get over this feeling, and told the 
House of C ommons it could not 
Infliianra the whole economy only 
days before it agreed to have a 
try.) When economies make the 
wmiH move at the «wnfl time, it is 
another story. The effects of 
change are not absorbed, but 
reinforced from abroad, so even ' 


modest actions are liable to have 
surprising effects. 

What our analogy foils to 
explain is why everyone moves in 
step in the first place. There Is no 
sergeant yelling “LEFT, left, left- 
right-left! " But there is fashion; 
and there Is a bureaucracy which 
loves parade-ground discipline. 
What the sergeant would call 
smartness, they call convergence. 

In the 1960s these disciplinari- 
ans were to be found in the IMF. 
They noted that cyclical diver- 
gences tended to produce current 
account deficits in expanding 
countries and surpluses in slug- 
gish ones. They had to finance 
imbalances - which was what 
they were paid to do. However, 
they decided that divergence was 
a Bad Thing, and tried to prevent 
it; with disastrous success. 

In the 1980s it was the fashion 
for deregulation which produced 
the destruction in the English- 
speaking world. Europe might 
have been largely immune, had it 
not been for the misguided effort 
to achieve economic convergence. 
This was meant to open the road 
to monetary union, but what it 
has achieved, quite predictably, is 
convergent deflation and mone- 
tary disunion. Meanwhile, the US 
is showing that monetary .union 
without convergence works much 
better; some states in the US are 
in slump, with others booming. 

Will the third act in this tragi- 
comedy end like the first two. in 
overheating and inflation? There 
is reason to hope that it won't, 
though not through good manage- 
ment The slump in Hanking confi- 
dence is so deep that fiscal stimu- 
lus may work only haltingly; or 1 
better yet, it may work in some 
countries but not in others. Some 
officiate will be unable to carry 
out misguided orders because oth- 
ers, the prudential supervisors of 
the banks and thrifts, failed in 
theirs. 

A final irony; all thin nonsense 
has been perpetrated in the name 
of trusting the markets. Yet in the 
event our rulers have trusted map 
kets which are inherently unsta- 
ble, and need supervision, while 
they only fitfully trust markets 
which are in the end self-stabilis- 
ing. If Selsdon man had a sense of 
humour (doubtful, this) he must 
be laughing in his grave. 



Mazagon Dock 
Limited 

(A Government of India Undertaking) 

Dockyard Road, Mazagon, Bombay -400 010 

STEEL MATERIAL FOR SALE 




This notice is issued in compliance with the requirements of the London Stock Exchange. It does not 
constitute an offer or invitation to any person to subscribe for or to purchase any shares. Application has 
been made to die London Stock Exchange for the Ordinary Shares, issued and to be issued, to be admitted 
to the Official List. It is expected that such admission will become effective and that dealings will commence 
on Friday 30 October 1992. 


Mazagon Dock Limited, (MOL), Bombay, a premier and lead shipyard, owned by 
Ministry of Defence, Govt of India, have for Immediate sale following steel material: 

Approx. Tonnage 

1. Partiafly constructed huB of a vessel from LRA Grade 5,200 

Plates and sections 

2. Bufi> plates and sections -IRA Grade 1,140 

3. Structural steel plates (Various sizes and 

specifications) 2,300 

4. Steel tubdars/SAW pipes of assorted sizes 11,000 

Tenderers may quote for one or more of the above four categories. Tender documents 
containing alt details wW be available between Nov. 1, 1992 and Nov. 30, 1992 on 
payment of non -refundable tender fee of US $50 through banker’s cheque drawn in 
favour of MDL, Bombay. For aH further details, contact following authorities: 


MOULINEX 


First half-year results 1992 

W* he 21 thB end JunB was aflect0d Ufa weak 
worldwide economy and for the first time incorporates 
ttNw the total costs of the Krups acquisition which took place 
in two stages In January and July 1991 . 



Consolidated results 
(in millions of French francs) 

June 1B92 

consolidated turnover 

3,697 

operating result 

171 

financial charges 

(141) 

result before tax 

30 

net result after tax 

{ID 



G.N. Shenoy 

JM (CHOC), MOL, Bombay 
For. 91(22) 3719767 
91(22)3758627 


V.S. Borate 

RM, RLO, Indian High Commission 
London WC2B 4 NA 
Fax: 44 (71) 3799456 


The final date of receipt lor lender documents win be 1 430 hre 1ST on Dec. 1 4, 1932. 
MDL reserves the right to accept or reject any or all offers without assigning any reasons 
thereof. 




IHTEHNATIOM4U1 »| ■ 

BusinessWeek 


This week’s topics: 

It’s amton, Say The CEOs 
Swedes Are Dismantling The Welfare State 
An fnten/iew With Sweden's Bifcft 
The Good Life Isn't Oily In America 
Compaq's Comeback 

(For subscriptions: From UK call 0628 - 23431) 

Now available at your newsstand! 


BusinessWeek International 
14, ev (TOuchy, CH-1Q06 Lausanne To!. 41-21-617-4411 
For subscriptions call UK 44-628-23431 Hong Kong 852-523-2939 


THE REPUBLIC OF ARGENTINA 
NEW MONEY BOND DUE 1999 

NOTICE IS HER I- II Y GIVEN TOR Till; INTEREST PERIOD BEGINNING ON 
OCTOBER 25111 1992. AND ENDING ON APRIL 2OTII J99X THE BOND WHJ. 
CARRY AN INTEREST RATE OF 4 7/16% PER ANNUM. 

BANCO CENTRAL DE lARliPUBLJCA ARGENTINA 
REPUB I JC Of ARGENTINA FINANCIAL AGENT 


BANK OF GREECE 
US$150,000,000 
Floating rate notes 1994 

Notice Is hereby given that the 
rare of interest relating to the 
above issue has been fixed at 
5-25 per cent for the period 
26 October 1992 to 26 January 
1993. 

Interest accrued far the above 
period and payable on 26 April 
1993 will amount to USSI34.I7 
per USS 10.000 note and 
US$3,354.17 per USS250.000 
note. 

Agent: Morgan Guaranty 
Trust Company 

JP Morgan 


While applying strict short-term management control, the 
Group actively pursues the development of activities which, 
when the time comes, will enable It to benefit quickly from arty 
turnaround. 

To tala full advantage ot the industrial facilities In different 
monetajy zones, the projected investments are fully maintained 
in Ireland, Great Britain, Italy, Egypt, Spain (a new factory! as 
well as in. Mexico which manufactures for the North American 
markets. 

The research costs linked to these developments which 
aim to ensure the future and the introduction of new 
products, are for the first time recorded as intangible assets 
amounting to F 46 million on June 30. 

Turnover at 30 September 1992 

During the third quarter, consumption showed no sign of 
recovery. However, throughout the last quarter, which virtually 
accounts for 35% of annual sales, it will be necessary to fully 
employ aH the Group's means of production. 


Dorling Kindersley Holdings pic 

(incorporated and registered in England under the Companies Act 1985 with registere d number 2512075) 

Dortiog Kindersley is an innovative publisher with an international business approach. U creates books for a world market. 
Over 18 years, Dorling Kindersley has hoik up a reputation as a leading creator of high quality illustrated reference books. 
Dorling Kindersley’s books currently sell in more than 80 countries and in 57 languages. 


PLACING AND INTERMEDIARIES OFFER 

by 

BARCLAYS de ZOETE WEDD LIMITED 

of 19,151,715 Ordinary Shares 
at 165p per share payable in full on application 


SHARE CAPITAL FOLLOWING THE OFFER 


Amount 

authorised 


Amount issued 
and fully paid 


Number of 
shares 
authorised 


Numbcrof 
shares 
issued and 


£4,500,000 £3,081505.75 in ordinary shares of Sp each 90,000/300 61,620,1 1 5 


Arrangements have been made 
firm) for the above 19,151,715 


Turnover 

(In millions of French francs) 


consolidated turnover 
Moulinex S. A turnover . 


September 1992 I September 1991 



Ordinary Shares are being placed firm and 7,000,000 Ordinary Shares are being placed subject to clawback by 
Intermediaries and Preferential Applicants. 

Members of the public or insritotioos wishing to apply for staves in the Intermediaries Offer most do so 
through Intermediaries, who must be member firms of the London Stock Exchange. The application list for 
the buermedSfirics Offer win be closed at 10.00 am on Wednesday 28 October 1992 (or such later rime as 
BZW may decide). Intermediaries may obtain Intermediaries' Application Forms only from Cagenore & Co. 
K tbe address below. 

Copies of die Prospectus (which comprises listing particulars relating to the Company) may be obtained during 
normal business hours on any weekday (Saturdays excepted) up to and including 6 November 1992 fi-onu 

Barclays de Zoete Wcdd Limited Caxenove & Co. Dorling Kindersley Holdings pic 

Ebbgate House 12 Tokenhonsc Yard 9 Henrietta Street 

2 Swan Lane . London EC2 Covem Garden 

London EC4 Loudon WC2 

and durin g normal business hours on Monday 26 and Tuesday 27 October 1992, fin- collection only, from the 
Company Announcements Office, London Stock Exdunge Tower, Capel Court entrance, off Bartholomew 
Lane, London EC2. The Promcctus Is also included in the Company Fkrhe Service available from Extd Finindil 
Limited, 37-45 Pan! Street, Condon EC2. 

26 October 1992 


Dorling Kindersley Holdings pic 
9 Henrietta Street 
Covem Garden 
London WC2 
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Nationwide 


£80,000,000 

Subordinated Floating Rate 
Notes due July 19% 

For (he rhree months 2 1st Octo- 
ber, 1992 to 21st January, 1993 
the Notes will carry an interest 
rate of' per annum trirh a 
coupon amount of GBP 206. 37 
per GBP IP.CC0 Note, payable 
on 2 1st January. 1993. 

Nationwide Building Society 

I In. 

' ‘iiCirt S«m> •■*.' ■>*.-£ ■ 

LmcJ.'n :hc Li-wAitirnt Euhmfc- 




MORTGAGE SECURITIES (N0.3) PLC 
£117,000,000 Multi-Class Mortgage Backed 
Floating Rate Notes due 2035 

Notice is hereby given that, pursuant to Condition 5(c) of the 
Notes, the luuer shall redeem: 

£9.009.00 per Class A1 Note 
£0.00 per Class A 2 Note 
£0.00 per Class A3 SVole 

on the next Interest Payment Date, being October 30, 1992. 

MORTGAGE SECURITIES (NO. 3) PLC 

Dated: October 26, 1992 


U.S. $75,000,000 
SWEDBANK 
(Sparbankemas Bank) 
Subordinated Floating Rate 
Notes due 1997 
Notice is twaty ghen that tor aw 
thrsfi fwnthfi IntorMt Pertod from 
October 28, 1982 to January 20, 1993 
thn NotM wN cony an tnt et aai Rale of 
3fc% per aimum. The Wares payable 
on l he relevant interest payment 
Data. Jemary 28. 1803 itH M UA 
S2 £95-83 and UA *95£3 respec- 
tiveW tor Note* In danomlrMiBni of UB. 
$250,000 anti U-S. $10,000. The sum ol 
U.S. $9548 *« be payabfo par U.S. 
$10,000 prtnapel amnm of Regtetaracf 
Notes- 

ByltaOusIMuitataUM. n 

LsodDo.ilBsdhi* Q 

Odobar 26,1982 CHASE 


gran INTENSIVE TECHNICAL ANALYSIS 

EHHS TRAINING COURSES 

S&Sas Held every monlh in Cambridge by 

Investment Research of Cambridge Ltd, 

Details - TeL 0223 356251 Fax. 0223 329806 a MreArr ct iuro 


SATQUOTE" 

REAL-TIME NEWS VIA SATELLITE 
* AFP-EXTEL * P.R.NEWS it MARKET NEWS * 
+ FUTURES WORLD NEWS ★ 

CALL • LONDON 071-329 3377/ FRANKFURT 69 638 021 
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INTERNATIONAL CAPITAL MARKETS 


UK GILTS 


Attention focuses on change to PSBR rules 


THE UK gilts market 
continued to gain ground amid 
expectations that lower inter- 
est rates are likely in Britain 
over the next few months. 

With the government's eco- 
nomic policy still the subject of 
some confusion, many market 
participants feel that a move 
down from the current level of 
base rates is unlikely to spur 
inflation in the short-term, a 
development that helped long- 
dated gilts to share in the price 
rises of shorter-dated stock. 

As few indicators emerge of 
any early end to the recession, 
attention focused on possible 
changes to the rules for financ- 
ing the public sector borrowing 
requirement which Mr Norman 
Lament, chancellor of the 
exchequer, may address this 
week. 

Because economic activity in 
Britain over the next year or so 
seems likely to be weak, there 
is little prospect that the PSBR 
will come down quickly from 
the figure expected for the 
1993-94 financial year of about 
£40bn. 

That may put extra pressure 
on the Bank of England to find 
new ways to finance the PSBR, 
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through, for example, innova- 
tive funding techniques which 
some believe Mr Lamont may 
announce in his Mansion 
House speech to representa- 
tives of the City of London on 
Thursday. 

While last week the govern- 
ment held off from signalling a 
further cut in base rates, now 
at 8 per cent, many partici- 
pants expect overall borrowing 
conditions to ease significantly 
by the end of the year in the 
wake of the new recognition 
in Whitehall that the reces- 


sion appears to be deepening. 

Short-dated gilts rose by 
nearly 2 points as a result of 
this expectation, with the 
benchmark 8.75 per cent stock 
due in 1397 yielding 7.22 per 
cent on Friday night, about 40 
basis points down on the week. 

Against expectations by 
some in the market that price 
gains for short-dated gilts 
would force up yields at the 
long end of the yield curve, 
long-dated securities also saw a 
rise in price of up to iJj points. 

The Treasury 9 per cent 
stock maturing in 2008 saw a 
yield at the end of the week of 
8.81 per cent, roughly 16 basis 
points less than on the Friday 
night of the week before. 

With the level of sterling not 
giving market participants any 
real cause for concern, there is 
alsn the feeling in the financial 
community that the Bundes- 
bank will cut its main interest 
rates over the next month or 
so as the German economy 
slows. Indications were pro- 
vided by the German central 
bank last week, when it engi- 
neered a reduction in a trey 
money market rate by 15 basis 
points. 


In this environment, espe- 
cially given a new emphasis on 
speeding up growth by Mr 
John Major, the prime minis- 
ter, there seems little to stop 
base rates coming down to 6 
per cent by Christinas. 

Changes of this sort should 
boost company profits and 
influence more of a switch of 
foods to equities from gilts. At 
the same time, however, many 
fund managers appear to want 
to keep relatively large 
amounts of cash tied up in 
gilts and other government 
bonds on the grounds that the 
apparent lack of inflationary 
pressures on the horizon make 
these instruments a reasonable 
medium-term bet. 

As for the Mansion Honse 
speech, Mr Lamont desperately 
needs to Increase his credibil- 
ity in the City. The onus wifi 
be on him to come up with 
something in his address that 
throws fresh light on how he 
proposes to manage economic 
policy in the next six months 
- assuming the chancellor 
manages to survive that long 
after his less-than-sparkling 
performance since the summer. 

He may discuss ways of mak- 


JAPANESE BONDS 


Hopes rise of cut in interest rates 


THE Japanese government 
bond market is poised for mon- 
etary easing by the Bank of 
Japan, with the yield on the No 
145 10-year benchmark fluctu- 
ating around the 4.8 per cent 
level. 

The fall in money market 
rates, due to funding 
operations by the central bank, 
encouraged hopes of an immi- 
nent cut in the official discount 
rate and the overnight call rate 
fell to 4 per cent, the lowest 
since February 1989. 

While lower short-term rates 
have supported government 
bonds, market participants 
hare remained cautious about 
a fully-fledged rally because of 
concern over higher long-term 
rates in the US. 

Long-term yields ■ were 
affected by the rise in US 
long-term interest rates, as 
investors remained uncertain 
about the effects a Democratic 
victory in the US would have 
on global interest rates. 


However, farther indications 
of a weaker economy have pro- 
vided underlying support for 
the bond market, with eco- 
nomic figures indicating a fur- 
ther downturn increasing pres- 
sure on the Sank of Japan to 
ease rates. 

Money supply growth for 
September announced last 
week, fell 0.4 per cent from the 
previous year, its first decline 
on record, prompting Mr Kiichi 
Miyazawa. the prime minis ter, 
to call for lower money market 
rates. 

An increase in bankruptcies 
and lower consumption figures 
have also added to the gloom. 
Interim earnings announce- 
ments by leading retailers have 
pointed to a sharp fall in con- 
sumer confidence, as sales and 
profits at most department 
stores posted double digit 
declines. 

In addition, a survey by the 
Economic Planning Agency 
(EPA) indicated that capital 


spending by corporations will 
fell 3.2 per cent for this fiscal 
year to March. The EPA said 
cutbacks on capital investment 
by manufacturers are espe- 
cially severe, with a 10.3 per 
cent decline. 

The Bank of Japan’s projec- 
tion for zero money supply 
growth for the current quarter, 
however, may cool some hopes 
of monetary easing. Mr Robert 
Feldman, economist at Salo- 
mon Brothers in Tokyo, said 
the figure indicated there 
would not be a cut in the offi- 
cial discount rate this year. 

The central bank predicted a 
gradual recovery In the econ- 
omy , while Mr Kagehide Kaku, 
head of the bank's research 
and statistics department, 
denied the possibility of an 
imminent rate cut 

The turmoil within the rul- 
ing Liberal Democratic Party, 
however, has hardly affected 
the country’s financial mar- 
kets. Some Investors fear the 


opposition parties may try to 
delay the approval of the sup- 
plementary budget In parlia- 
ment by calling for Mr Shin 
Kanemaru, of the Liberal Dem- 
ocratic Party, to testify as a 
witness over his violation of 
the Political Funds Control 
Law. 

However, a long delay is 
regarded as unlikely because of 
the criticism that is expected 
to arise if the opposition par- 
ties were to delay the fiscal 
support package. 

The bond market is now 
focusing on decisions over 
monetary policy to be made at 
the Bank of Japan’s branch 
managers' meeting, which 
starts tomorrow. 

Concerns ot over-supply, 
however, may temporarily 
depress the long-term bond 
market, as the government is 
expected to auction 20-year 
bonds worth some Y300bn. 


Emiko Terazono 


REMY FINANCE B.V. 
FRF 300,000,000 


GUARANTEED FLOATING RATE NOTES DUE 1993 
WITH AN OPTION TO CONVERT THE FLOATING 
RATE 

INTO A 8 1/8% FIXED RATE 


Outstanding nominal amounts : 

- Floating Rate Notes (Common code 001020501): 
FRF 186,600,000 

- Fixed Rate Notes (Common code 001027042): 

FRF 13,400,000 

Notice is hereby given that according to the condition 
"Purchase and redemption* of the terms and conditions 
of the Notes, the redemption instalment of FRF 
100,000,000 nominal due in December, 1992, has been 
satisfied by a drawing on October 16th, 1992, in 
Luxembourg, in proportion to the number of Notes of 
each tranche outstanding, as follows : 

Floating Rate Notes : 


- Nominal amount redeemable : FRF 93,300,000 

- List of the Notes drawn : 

nr 3,449 to 7,303 ind. and 16,634 to 22,108 incl. 

- Redemption price : 100% 

- Redemption date : December 9th, 1992 

- Coupon due on March 1993 and following attached 

- Nominal amount outstanding 

after December 9th 1992 : FRF 93,300,000 
Fixed Rare Notes : 

- Nomina] amount redeemable : FRF 6,700,000 

- List of the Notes drawn : nr 661 to 1330 ind. 

- Redemption price : 100% 

- Redemption date : December 4th, 1992 

- Coupon due on December 4th, 1993 and following 
attached 

- Nominal amount outstanding after December 4th, 1992 
:FRF 6,700.000 


The Principal Paying Agent 
SOCIETE GENERALE ALSACIENNE DE BANQUE 
15, Avenue Emile Reuter 
Luxembourg 


SOCIETE GENERALE 
USD 372.000.000 
SUBORDINATED 
FLOATING RATE NOTES 
DUE 1998 


For the period October 23, 
1992 to April 23. 1993 
the new rate has been fixed 
at 4,175 % P.A. 

Next payment date: 
April 23, 1993 
Coupon nn 10 
Amount: USD 21 106,94 
for the denomination of 
USD 1000 000 


THE PRINCIPAL PAYING 
AGENT SOGENAL 
SOCIETE GENERALE 
GROUP 

15. Avenue Emile Reuter 
LUXEMBOURG 


SWEDEN 


The FT proposes 10 publish 
(bis survey on 

November 10 1992. 
Should you be inlaresced in 
acquiring more information 
about tms survey or how to 
advertise please contact : 

In London : 

Klrstjr Saunders 

Tel: 071-873 4823 
Fax: 071-873 3428 
(n Sweden: 

Bradley Johnson 
Tel: +46 8 666 0065 
Fa* +46 8 666 0064 
Additional copies for market- 
ing and information purposes 
can be ordered in advance 
Tram Lbc office in Sweden. 
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GREEK EXPORTS S.A, 
INVITATION 

for expressions of interest in purchasing the 


assets of the Maritime Ironworks NAFSI S.A. 


In application of lhe government's denationalisation policy and on the 
basis of Law 2000/91, GREEK EXPORTS SJV.. a subsidiary of ttao 
HELLENIC INDUSTRIAL DEVELOPMENT BANK (ETBA) S.A., 
baaed in Athens (17 Pancputimiou Street) has been appointed liquidator be 
decision No. 1208/1992 of the Piraeus Court of Appeal and intends to sell, 
through the procedure of article 46a of Law 1892/1990, as supplemented 
by article 14 of Law 2000/91, the total assets of MARITIME 
IRONWORKS NAFSr S.A., based in Piraeus at 34 Mcthonis Street, in 
which ETBA S A. has a 95.89% share, with the balance owned by various 
otbera. 


The Maritime Ironworks NAFSI SJi. was founded in 1985 following the- 
merger of the joint-stock companies NAFSI S.A. and MIHANOURGKI 
S.A. and is engaged mainly in the building, repair, conversion and 
breaking of ships and other craft arid in all type) of machine shop works. 

The company's productive activity is carried out at in installations on 
premises rented from (he Piraeus Port Authority at Pcrama, in Attica, in an 
area of 16.040 sq. metres of which 8,440 sq. mores are covered and the 
remainder in open working and storage areas. There is the possibility of 
renting further space if circumstance* make it necessary. 


The company has a self-owned industrial building in Piraeus of 1,195 sq. 
metres at 34 Mcthanis Street 


FINANCIAL DATA 
(in million drachmas) 



1988 

1989 

1990 

1991 

Total Assets 

1.067. 

1,060 

1,872 

U97 

Total Sales 

3JSO 

1.898 

832 

1.778 


Note: The above financial data woe derived from published balance 
sheets. 


DENATIONALISATION PROCEDURE 


Within 20 (twenty) calendar days from publication of the present 
invitation, interested buyers must submit a binding, written declaration 
of interest. 


n. 


Potential buyers, after having promised in writing to maintain 
confidentiality, can receive the Offering Memorandum and have 
access to other information concerning the enterprise for sale. 


1H. The announcement of a public auction for the highest bid will be 
published within the prescribed time limits and in the same 
newspapers. 

For any additional information please apply ur. 

a) The head office of ETBA SA. 

Directorate of Participations 

87 Syngrou Avenue. 2nd floor, id. (01)929.4395 and 929.4396 and 

b) GREEK EXPORTS S.A. 

17 Pancpistimiou Street, 1st floor, TcL (0 1 ) 3243 111-115 - 


ALLIANCE J- LEICESTER 

AIHvicf & Leicester Building Society 

£13,000,000 


Subordinated Floating Rate 
Notes due 1998 


Fur the six months Zht October, 
1992 to 21st April, 1993 die Notes 
will carry an interest tare of 
7.95% pet annum with an 
interest amount of. £39,641.10 
pec £1,000,000 Now, payable on 
21k April, 1993. 

LarcJ on the L m a u haug Swell EwhanBR. 




Company, London Agear&anlt 


ALLIANCE «■ LEICESTER 
Alliance & Leicester Budding Scatty 
£38,000,000 


Subordinated Floating Rate 
Notes due 1998 


For the six month* 2 1st October, 
1992 to list April, 1993 the Notes 
will cany an interest rate 
of 7,95% per annum with an 
interest amounr of £39,641.10 
per £1,000,000 Note, payable on 
21 k April. 1993. 

UadwihlnnihH|S«dlidMgt 


Qtadgri r-xK 


Company. 1-aadoa Agent Bank 


ing it easier to fond the PSBR 
by counting towards this gilts 
sold to building societies and 
banks. Such institutions are at 
liberty to buy the securities - 
they are expected to purchase 
about £6bn worth this financial 
year - but the purchases do 
not count towards funding as 
this would represent an over- 
loose funding policy that could 
be inflationary. 

But as Mr Nigel Richardson, 
a bond expert at 5. G. Warburg 
Securities, points out, in the 
.current environment in which 
deflationary risks appear stron- 
ger than any threat from infla- 
tion, the move towards a differ- 
ent funding policy might 
appear to have some logic. 

Assuming a PSBE next year 
of around £40 bn, the govern- 
ment might have to be faced 
with selling £3bn worth of gilts 
a month to ensure it has 
enough cash for public spend- 
ing. While most of the funding 
needs for tins year appear to be 
met, the Bank of England 
announced on Friday a new 
£lbn tranche of gilts to be sold 
from today which may help 
towards funding next year's 
borrowing requirement. 

The gilts are in the form of a 
new type of stock, 125 per cent 
due in 1938. The price will be 
99.50, payable 25 per cent down 
and 74£ per cent in January 
next year. The Bank also 
announced the Treasury would 
redeem at par all the 9 percent 
Treasury loan 2992-1996 on Jan- 
uary 28 next year for cash. 


Peter Marsh 


US MONEY AND CREDIT 


uu myiibi nnu uiikui i « 

Retail investors are caught 
between politics and reality 


INVESTORS in the US 
Treasury bond market, many 
of whom axe nervous about the 
impact of fiscal stimuli being 
promised by Governor Bill 
Clinton to get the US economy 
moving again, appear to be 
coming round to the gradual 
realisation that there may yet 
be life after election day. 

Not everyone is sanguine, of 
course, and traditional retail 
buyers of Treasury paper seem 
likely to remain on the side- 
lines until after the presiden- 
tial election a week from 
tomorrow. 

These smaller players in the 
market simply may not have 
the stomach - or sufficient 
information - to speculate 
about interest rates in the clos- 
ing stages of the presidential 

c ampaign 

Retail iuvestors were 
reported to have sold heavily 
in the early part of last week, 
and on Friday wariness contin- 
ued as the benchmark 30-year 
Treasury Issue declined by & in 
light trading. This brought the 
bond’s total loss for the week 
to 1A. raising its yield to '7.63 
pec cent, the highest since last 
July. 

Bond market participants 
have instead begun to form a 
more jaundiced view of the gap 
between Mr Clinton's political 
campaign rhetoric about jump- 
starting the economy with fed- 
eral spending programmes and 
the likely reality that a Clinton 
administration would not 


translate Instantly into higher 
budget deficits and higher 
inflation. 

Analysts at Salomon 
Brothers, for example, note the 
protestations from Clinton’s 
dose advisers that - contrary 
to what the market thinks - 
their candidate hns no plans 
for immediate fiscal stimulus. 

But Salomon also notes that 
these reassurances have failed 
to quell market concerns and 
that ultimately bond prices 
will remain vulnerable until 
any potential shift in fiscal pol- 
icy is clarified by a future Pres- 
ident Clinton. 

Mr Phillip Br&vennan, chief 
economist at DEB Securities in 
New York, says rather more 
directly that a Clinton presi- 
dency would be “unlikely to 
unlease a deluge of red ink”. In 
dismissing concerns that a 
Clinton administration would 
go on a spending spree, Mr 
Braverman stresses Mr Clinton 
is focusing on ways to Increase 
spending without increasing 
the deficit 

The market is also forgetting 
the public service performed 
by Mr Ross Perot - he has 
made concern over the deficit a 
national issue and this will 
make it more difficult for both 
Congress and the next presi- 
dent to avoid the need to 
attack the deficit during the 
next four years. 

In addition, the latest report 
from Donaldson, Lufkin and 
Jenrette, the securities house, 


warns that the US federal bud- 
get deficit Is likely to remain 
relatively high for years to 
come no matter who is elected. 

Nor will the election stop the 
Federal Reserve from a further 
easing of monetary policy if, as 
expected, the next round of 
macro-economic statistics 
shows the US economy is still 
extremely sluggish. 

Tomorrow, for examp le, the 
commerce department will 
issue a report on third-quarter 
growth in gross domestic prod- 
uct; the consensus is for a 
fairly anaemic 1.4 per cent to 
1.6 per cent Then the confer- 
ence board will release the con- 
sumer confidence index for 
October, which could be down 
further from 58 per cent in 
August and 56.4 per cent in 
September. 

On Wednesday, the com- 
merce department will release 
durable goods data for Septem- 
ber, also likely to be weak. 

These statistics might be 
expected to boost bond prices, 
were it not for political uncer- 
tainty and the weight of more 
Treasury paper coming to mar- 
ket, with auctions of Sl5bn of 
two-year maturities and 
$10.75bn of five-year paper. 

The most important new eco- 
nomic data likely to he 
reviewed by the Fed will, how- 
ever, come after the election 
when October unemployment 
data is released. 


Alan Friedman 
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ECONOMICS 

French joblessness rises 


THE WEEK AHEAD 


UK COMPANIES 


PARLIAMENTARY DIARY 


THE French government may 
ponder the disadvantages of 
high interest rates this week 
when unemployment figures 
for September are released. 
The jobless total may have 
fallen in July and August, tak- 
ing the rate of unemployment 
to 10.2 per cent, but unemploy- 
ment is still on an upward 
trend and is forecast to have 
risen again last month. 

There are few economic sta- 
tistics In the UK but the Con- 
federation of British Industry 
produces its quarterly Indus- 
trial trends survey and the 
chancellor delivers the annual 
Mansion House speech. 

This will be particularly 
important this year as Mr Nor- 
man Lamont is expected to 
clarify the government's new 
economic policy, details of 
which have been somewhat 
hazy ever since the prime min- 
ister declared that he was 
“going for growth”. 

Monday: US, Sept existing 
home sales. Sept Treasury bud- 
get (up $6.6bn); Australia, Sept 
motor vehicle registrations (up 
L9 per cent). 

Tuesday: UK, Sept Confeder- 
ation of British Industry indus- 
trial trends survey; Germany, 
Autumn report of the five 
major economic research Insti- 
tutes on the German economy; 
US, advance figures for third 
quarter GDP (up 1.6 per cent), 
third quarter GDP deflator (up 
2.5 per cent), Oct consumer 
confidence (56.0), Oct Johnson 
Redbook; Canada, August 
employment earnings (up 3.1 
per cent on year); Japan, Sept 

RESULTS DUE 

WELLCOME, the UK 
pharmaceuticals group, reports 
its lull-year results on Wednes- 
day. Few surprises are expec- 
ted and pre-tax profits of 
between £500m and £5Q5m are 
forecast (£402Jhn last year). 

Sales of Zovirax, its herpes, 
shingles and chicken pox treat- 
ment, should have topped 
£800m for the year, putting It 
in the world's top 10 selling 
drugs for the first time. 

Sales of Retrovir, the anti- 
HIV treatment also known as 
AZT, will have risen about 19 
per cent for the full year to 
about £210m. 

Welcome’s margins will also 
be under scrutiny. The new 
management has undertaken 
to increase margins to 30 per 
cent by 1996. Analysts believe 
they should improve 2 A per- . 
centage paints to about 27 per 
cent this year. 

Imperial Chemical Indus- 
tries, Britain’s biggest manu- 
facturer, announces its third 
quarter results on Thursday. 
They will be watched even 
more carefully than usual 
because of the proposed split of 
the company next year into 


France 
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retail sales (down 4.4 per cent 
on year), Sept industrial pro- 
duction (up 4 per cent), Bank 
of Japan branch managers' 
meeting until Oct 29. 

Wednesday; US, Sept durable 
goods orders (up 0.5 per cent). 
Sept durable shipments. Sept 
personal income (up 0.5 per 
cent); Canada, industrial pro- 
duction price index (up 0.4 per 
cent), Sept raw material prices 
(up 0.5 per cent); Australia, 
third quarter consumer prices 
index (up 0.5 per cent on quar- 
ter, up 1.1 per cent on year); 
Switzerland, Swiss National 
Bank autumn press confer- 
ence. 

Thursday; UK, Chancellor 
presents Mansion House 
speech; US. Initial claims week 
ending Oct 17 (380,000), state 
benefits week ending Oct 10, 
Sept export price index. Sept 
import price index, third quar- 
ter export and import price 
indices, money supply data for 


two separate groups. Pre-tax 
profits are likely to be grim, at 
around £100m compared with 
£i96m last year. 

Most of analysts’ predictions 
for next year are based on an 
upturn in file cycle. A gloomy 
forecast from Sir Denys Hen- 
derson, c hairman, is likely to 
lead to further downgrades. 

In addition, attention will be 
given to the fortunes of Tenor- 
min, a heart treatment whose 
US patents expired in Septem- 
ber last year. 

Marks and Spencer, which 
single-handedly accounts for 
some 30 per cent of the market 
capitalisation of the stores sec- 
tor, is likely to make some 
encouraging noises about its 
trading prospects when it 
reports its -interim results on 
Wednesday. 

Against a background of 
ambivalent signals about the 
state of consumer spending, M 
and S’s views will be seen as 
being of critical importance in 
gauging sentiment towards the 
sector. 

Stringent cost control mea- 
sures will have enabled the 
company to lift pre-tax profits 


week ending Oct 19; Japan, 
Bank of Japan governor Mieno 
holds press conference. 

Friday: France, Sept unem- 
ployment rate (10.3 per cent); 
US, Oct Michigan sentiment, 
Oct Chicago NAPM, Sept new 
home sales (590,000), Oct agri- 
culture prices. Sept bank 
credit; Canada, August real 
GDP at factor cost (up 0.2 per 
cent), August building permits 
(up 1 per cent); Australia, Sept 
current account (AS1.7bn defi- 
cit); Japan, Sept unemploy- 
ment rate. Sept construction 
orders, Sept housing starts, 
Sept construction starts, Oct 
consumer prices index - 
Tokyo (up 1.5 per cent on 
year), excluding perishables 
(up 2.4 per cent on year), 
nation (up 2 per cent on year), 
ex perishables (up 22 per cent 
on year), Diet sessions are con- 
vened. 

During the week: Germany. 
Sept import prices (down 0.4 
per cent on month, down 4.8 
per cent on year), Oct cost of 
living for Baden WQrttemberg, 
Hessen, Bavaria, Northrein 
Westphalia, preliminary Oct 
cost of living (up 0.3 per cent 
on month, up 3.6 per cent on 
year); Finland, August 
monthly GDP; Norway, Oct 
unemployment rate; Belgium, 
Oct CPI (up 2.4 per cent on 
year); Italy, Sept balance of 
payments (L7 trillion deficit), 
Sept trade balance (L24.6bn 
deficit), Sept cumulative PSBR 
(108.9 trillion); Spain, govern- 
ment budget; Japan, wholesale 
prices index second 10 days 
Oct 


by as much as 16 per cent to 
£250m. The company's aggres- 
sive “Outstanding Autumn 
Value" advertising campaign is 
also likely to add to its confi- 
dent mood. 

However, M and S's food 
business, which accounts for 40 
per cent of sales, will have con- 
tinued to face severe competi- 
tive pressures. Analysts will be 
particularly interested to hear 
of any new initiatives in this 
field 

Blenheim Group, the exhibi- 
tions manager, is expected to 
announce pre-tax profits of 
about £34m for the year to 31 
August when it announces sec- 
ond interim results tomorrow. 

Analysts will be watching for 
signs Blenheim’s recent rapid 
growth is slowing, and for the 
trading outlook in its impor- 
tant French market 

Reed International, the pub- 
lishing group, reports interim 
results on Wednesday. Pre-tax 
profits of about £92m (£85.3m) 
are forecast 

The market will also be 
eager for more details on its 
proposed merger with Elsevier 
of the Netherlands. 


■ TODAY 

COMPANY MEETINGS: 
Arcadten IntL, 200 
Aldersgate Street, EC.. 
1 . 00 . 

GT Japan Inv. Trust, 8th 
Floor, B Devonshire Sq., 
EC.. 12.30. 

Savin* Gordon (J.), 75 
Har borne Road, 
Birmingham, 11.00. 
BOARD MEETINGS: 
Finals: 

Inti. Media Comma. 

Interims; 

Moss Bros., 

■ TOMORROW 

COMPANY MEETINGS: 
OulllgotU, Newby Road, 
Hazel Grove, Stockport 
Cheshire. ZOO. 

River & Mercantile 
SmaHer Co's Trust, New 
Connaught Rooms, Great 
Queen Street WC. 12.15. 
BOARD MEETINGS: 
Finals: 

Brldport-Gundry 

New Frontiers Dev. TsL 

Preasae 


Interims: 

Blenheim 

Bradford Prop. Tat 
Jupiter Tyndall 
Wamford Inv. 

■WEDNESDAY OCT2S 
COMPANY MEETINGS: 
GALA, 42 Colinion Road, 
Edinburgh, 9.30. 

Gold Greenlees Trott, 

82 Dean Street. W. 11.00. 
Jos HkJgSn 20 Fenchurch 
Street, EC, 12,30, 

Sinclair GoidomWi, 
Salisbury House, 29 
Finsbury Circus, EC, 
10.30 

Worthington Group, 
Worthington House, 1B9 
Old Maryleborve Road, 
NW. 11.00. 

BOARD MEETINGS: 
Finals: 

Jackson Group 

Weflcome 

Interims: 

Abtrust New Thai Inv. 
Bertam HJdgs. 

Blacks Leisure 
Castle MH1 IntL 


DIVIDEND & INTEREST PAYMENTS 


■ TOtMV 
Alba 3-75f» 

Common apoaftn of Australia 
tt»»H Ln. 2015C2M.37G 
Bards va ADR SOflOEB 
Bristol ft Wool BUg. Sodoty Fflg. 
Rata Nta. IBM £27088 
Britannia Bldg. Society Rtg. Rato 
Ms. 1996 C2B7.42 
Gen. Electric SOOB 
Hambro CowKrywtOa D.DAp 
Homys Ip 

ML Control Sam. (Lap 
Johannesburg Coos Inv. RQ 90 
Lloyds Bank Sorias A Var. Hats 
Ms. 1998 £28183 
London Forfaiting 2.9o 
NktMlS (J-N.) (Vfanto) (Lip 
Nurdfn ft Peacock litep 
Ou lefts 1.76p 
RPS Ip 

Ushar (Frank] 3p 
B TOMORROW 
BUck (A ft C) 4-26p 
MTL tnstrumontt I.Bp 
NaHVasL Bank ADR 10.9113 
SaviNa Gordon (J.) Up 
UK 13>2 % Exdl. 1964 E6.75 
Do 15% 1997 £7.50 
■wEOHESOAVOcroeERaa 
Bank of Nova Scotia CKL2B 
Bradford ft Bingtoy Bldg. SocMy 
FBg. Rata Ms. 1996 £264.46 
Can. Imparl at Bank C30.33 
Canadian Pacific CSOOB 
Gan. Motors Aecopnnca Com 
Of Can. Fttg. Raw Ms. IBM 
CS439.B9 

fltvsr ft htonconlHa Smaller Co's 
TsLZ-BSp 

BT14UR3OAY0C7OB8R29 

BrtL Oaa IntL Fin. 9»i% Old. 2091 

CM 

Ctoaa Bros. (L5p 
DbvIs Sarvtca 2.73p 
Downing A MSS 1.590 
Guinness Fin. 9>g% QbL 1966 
C9B6.25 

Inv. TsL ot Guernsey CL64p 

JaOOtM (John L) 0.5p 

Lloyds Smarter Go's Inv. Tat 

Package units i.yp 

Do. DMdand Stem. l.Tp 

Mandarin Oriental ted. (Bermuda 

Roa) JO.OW1 

Do. (Jaraay RagJ 504141 

PoworGan ADR SU>ia 

Standard Chartered 7p 

Stewart A Wight I20p 

31 Grp- 101,% Gto. 2001 £107.60 

TbtMt ft Britten 3ftp 

Tops Estates 1.460 

United Friendly 4Xp 

Do. 'BT (Rea vto-ytSf. 

Worthing ion l.lp 
■RUDAV OCTOBER 30 
AbbottMoad Vickars 3p 
Abtrust PI Inc Inv ZB0S2S 
Ataxon 5% Cm. PI. I.TBp 
Anted Irish Banka Subord Perp. 

39453 

Aiumanc 7.4Sp 

Aspen Comma. 2p 

Auto Funding Fttg. Rate Ms. 1006 

£274.12 

Bank at Nava Scoda FBg. Rate 
Debs 2000 £260.44 
Bart ft Wallace Arnold 3p 
Do. A Non-vtg. 3p 
Bktem (J.) iJfo 
BMdataaap 
Brasway OS4p 
Brandon I.TBp 

BriL-Anwrican Tobacco B% Cm. 
2nd PI. Zip 

BTP Com. Cm. Rd. Pt 175p 
CALAl.ISp 

Campbell Soap Cap. SO.195 
Cap. ft Counties BU H Comr. 


Pf. Z8750 

Chemical Banking Fte. Rate 
Senior Nts. 1988 «3 75 
Citicorp Banking Fttg. Rote Nts. 
»MST3£71 

Do. Gtd. Fttg. Rate Nts. 1607 
9132.71 

CollMaraBaad fttartgage Secs. 
(Noa) Uon. Backed FBg. Rate 
Nte. 2027 £246.40 
Do. (No.6) 2027 C2S6.77 
DO. (No. 121 2028 E240. 78 
Common 744 Non-era Pt. 1-2230 
Copymore Ip 
Cowtatd d e Teulleo 4.4p 
Crowthar (John Edward) 6>»% 
Cm. PL 1.8250 
Culver Htdge. a Ip 
Detent IntL Fin. (Cayman) Fltg. 
Rata Ma. 2001 9944.76 
D un roofo Inv. TsL 2_5p 
Dow Chemical SOftS 
EFTOAp 

Electron House iftSp 
EMriekO IGp 
ERF Cum. Pref. Sp 
ExporWmpori Bk. ot Japan 964 
Gtd. 1996 EcuOO 
First Leisure 1.88p 
Cold Orasniseo Trott sp 
Great Western Fin. Var. Rate 
Nta. 1603910362 
KaWax Bldg. Society Fttg Rate 
Nts. 1006C3&48 
Headline Book Publ'g. Up 
Hongkong Land (Bermuda Reg) 
50.03 

sttsar 1 *" 

Kingfisher 4.2p 

KMnwort Smaller Co's 2p 

Land SeeurHat B% 1st ftlorL 

OteWne 

Do. TU% 1st Mon Dab. 1981 f 

98 £3.623 

LOW 1.1260 

Unread lip 

Lister O.lp 

Marley Ztp 

Maybom l.lp 

Mayne Mddem Europe AK.175 
fttendes (John) 6.4p 
Metatraz Ip 
Moitna 4ftp 

NatWest Bank Var. Rate Nts. 2000 
1102059 

Nationwide Bldg Society Fkg 
Rats Nts. 1906 (2nd 8er j £3647 
Neator-BNA l.lEp 
New Zealand bw. TsL tup 
NHL (1) Smairittee Def. tat Mort 
Backed Fftg. Rate Ms. 2020 
nawM 

Nordaln Electronics ip 
DM) IntL Ip 
Owner* Abroad OJMp 
Paasaoo 
P-E IntL Ip 

CJ*. Pakphend (Bermuda RagJ 
KL00384 

Do. (Horn Kong Hag.) HKS0JU 
Do. (UK Reg) S0.00384 
flOMrk4,6&p 

Royal Bank at Can. Fttg Rate 
Daba. 2006 $27,60 
Scot Hydro-Qoctric SBlp 
Shires imr. 4.lp 
SM-Phis 3J6p 
SwstlOwlWd 2Jp 
Texaco Inti. Fin. 834 BtgtDottar 
Com. GttL UL 1BSVB0C4 
Tbamoa Tolovtakui 2ftp 
TMC P.IJ4AS. First Financing 
NIB. issue No 2 2029 £262.4 
Do. Fourth Financing Nts. Isaue 
Nol 5 2029 £21223 
Do. Thkd Financing Stow Psy 
Nla. taeua NoAB 2029 8264.17 
Torchmark 102007 


Lendu Hldgs. 

Majedio Imrs. 

Mark* &Sp«nc«r 
Sacs. TsL of Scotland 
Talegraph 

United Energy 

■THURSDAYOCT29 
COMPANY MEETINGS: 
Dowdlng & Mills, 
Chamber of Commerce, 
75 Harbome Road, 
Birmingham. 12.00. 
Pabneralon Hld^a., New 
Connaught Rooms, 
Covent Garden 
Exhibition Centre, Great 
Oueen Street WC, 10.30. 
Tottenham Hotspur, The 
Chanticleer Restaurant 
Paxton road, Tottenham, 
N. 3.00. 

Westminster Scaffolding, 
10 Snow Hill, EC, 11.15. 

BOARD MEETINGS: 
Finals: 

Contra-Cyclical Inv. 
Qovett Strategic 
Interims: 

Rowe Evans tnvs. 


TH Emopeaa Growth TSL I.Mp 
Do. Pig Sub. 12 Sp 
T rinity biH. 27p 
Try Group [Up 
i roe a n SOOS 
Waterman PartnereNp ft 5p 
Wales City of Lon. Prope. 0.77p 
Wens Faroe Fltg Rate Site. Nta. 
W92 941.67 

Western Mining AJ0JS 
Wlmpey (Oeo igej2p 
■ SATURDAY OCTOBtR » 

Amber Day I0«s % Cm. Pt. 19997 

Arcadan tad. 8* Un. Ln. 19891 
94 £4 

Armour Trt. laljkUn. Lil 199V 

98 CJL2S 

ABwoods (Fin.) Gki Rd. Com. 

PL 4^Sp 

Banco Santander PtaiaS 
Bankers Inv. TsL TO^It Deb. 
2016 £525 

BAT teds. ADR 10372 
Balteys 10lg% Cm. PL 5p 
Blacks Late. 10% Cm. Pf. Sp 
BtuodegAermoglaze 7t«% Uns 
Ln. 1990796 E3.&6 
Brown ft Tawte 7% Cm. PI. 245p 
Burmah Castrel 8% Cm. 1st Pt. 
21p 

Da 6% Cm. 2nd PL 21 p 
Do. 7 U H Cm. Rd. 28378P 
Da 8% Cm. Pf. 26p 
Canton 7i*% Cm. PL 2S26p 
Ctwmring 4JH4 Cm. PL 2A6p 
Dartmoor Inv. Urt. 623% 
RPMJnkad Doa 2005 C3BT3 
DundMft London Inv. TsL 9% 
Cm. PL £1.75 

English Prop. 9%% 1st Mort 
DatL 180772002 £4.8378 
Estates Prop. lav. tO% lit Mort 
Dab. 2011 ES 

Da 7\% Un. Ln 198B7B2C3J75 
Evans at Leeds 1 1 % let Mort. 
Dab. 202S £SJH 
Ftrn Nat Fin. 10% Sub. Una . 
1992 £5 

Foreign ft OoL btv. 7% Una Ln. 
1998799 £360 

Forte 10<i% Mort Deb. 1991! 

99 £848 

Do 21% Una Ln 199972000 
£445 

Oartmoro Value Invs. 1234% 

Deb 1996 &17p 

Guildhall Prop. 6% Cm. PI. 21p 
Heavitrea Brew. HlgM Ciel Pt, 
&7Sp 

Jackson (Win) 7%% Cm. PT. 
2B25p 

Jotmeon Matdiey B*i % Mort 
Deb. 1985794 £023 
Latham (J) 8% Cm. Pt. 4p 
Ltortwert Cv Cm Rd PI 3 Jfo 
Do. 7% Com. Rd. Pt 25u 
Lon American ventures Til 
3<a% Deb. Rd. £IJB 
Da4%Deta.Rd.E2 
London Morolteni Seca 7t, % 
Com. Una Ln 2000Q5 C3.H75 
Lowe'S 30.07 

McAlpina (A) 9% Cm. Pt. 4ftp 
NmnrMtt 2778% Cm. PL 

Province ot Nova Scads 16\% 

Ln. 2011 E&S76 
Peel io% cm. Pf. 25p 
Da9*% lot Mort. Deb. 2011 
£4.0373 

Peal Saidh East 10li% 1st Mort. 
Dob 2026 ES 

Da 1 1226% 1st Mort Data. 2018 
ESJ12S 

Da 12S% 1st Mort. Dab. 20157 
20 £646 

Portsmouth ft Sunderland News. 
6% Cm. PL Op 


■FRIDAYOCTOBER30 
COMPANY MEETINGS: 
Good head Group, 
Chaucer Industrial 
Estate, Launtor Road. 
Bicester, Oxfordshire, 
10.00 

Hwridna Biwwory, 

Cricketers Club, 71 
Blantord Street, W, 12.00 
MAI, Glaziers Hall. 9 
Montague Close. SE, 
12 . 00 . 

Platon Wt, Platon Park, 
Ylables. Basingstoke, 
Hants, 1130 
BOARD MEETINGS: 
Finals; 

Manganese Bronze 
TR Far Eastern Inc. TsL 
Interims: 

Beverley Group 
French Connsction 
Gresham House 
Investors Capital TsL 
Ocean WUsons 
Read IntL 

Company meetings are 
annual general meetings 
unless otherwise stated. 


Da 114% 2nd Cm. PL 5.7Gp 
Proudtool IA) 6p 
PrudantlsI Fin. S*r% Gtd. 2001 
SS26Q 

fflvwr ft Marc. Tat Stppd. PL 

2686191P 

SCECorp SO 70 

Scot Imr. 4% Psrp. Dab. £2 

Da 414% Parp. Dab £2123 

Do. 9% Perp. Deb £230 

Scot a Newcastle 4.s% Cm. PL 

24p 

Do. 0425% Cm. PL 341230 
DO. 74% 1st Mort. Deb 19697 
94 £160 

Seagram Dtata 12%% Deb 2012 
cbiera 

Shaw Carpets 6% Deb 19837 
93 £445 

Tarmac 8^ % Una La 1990709 
£21675 

TempteMO Emerging Markets 
kw. 1% Cv. Una 2001 Oftp 
TransaOanfic A Cv. Pt 12p 
Do. B 6% Cv. PL 3 b 
TRO ty often. io5% Deb 2020 
£2126 

TO High ineome Tut l.4p 
Verity 7>a% Dab. V7/X £3.73 
Vbuk 7% Cm. PL 24Sp 
Da 4^% A Cm. PL iJSTBp 
Oa6>2%ACm.PL227Sp 
■SUNDAVNOVEMBSII 
AftEC B40 Cm. CV Rd Pf 349p 
BET 4I>% Sid Deb £228 
BriaM Coro Deb &h %) 11.75 
BrlL Inv. Tot Sit % Cm. PI. 

Cl B37S 

BriL Mohair B% Cra. R2 PT. 21p 
BrtL Shoe 6»z% Cm. 3rd PI. 
22750 

Flemkig Inc. ft Cop. Inv. Units 
IP 

Da OnL Ip 

GanS nance 1141% La 2007 
r« «■; 

Gov. ot QttwsHsr 11%% La 2003 
CS437B 

Glaxo 7%% Una La 10B5I05 
14378p 

Hardys ft H an nons 5% Cm. 1st 
Pt 1.73d 

Da 4% trrstL 1st Mart. Dab. £2 
tab Suck Exchanoe of The UK 
ft Rap. ol Ireland 10%% 2018 
EB4B2S 

KeMn Elea Express Railway 

645% Bda I960 Y4S7.0S7 

Lewis (J) Propa ft%% Mort Dab 

1996798 £4.126 

Uneein NSL 9273 

Llayde Chamtets 74p Rd. Corn. 

Ptg PL 2006275p 

Metes ft Soanror 10% Cm. PL 

340 

MfuflhaHa 10% Cm. PI. 5p 
MM Sdm. water 10% R2 Deb. 
1906796 £S 

CttyaCktefUnal S% Perm. Deb 
.Ct.BD 

Norwich Corp. 3% Rd. £140 
Nod ogham Corp 3% IrreA £140 
NYNEX 91-18 

Parktand Towoe 216% Cm Pf. 
14750 

Reading Carp. 3%% (1978 Or 
otter) £i.7S 

Scot Inv. 34% Cm. Pf. £1.76 
Da 348% Cm. Pf. £1426 
Da 448% A Cm. Pt £2276 
UK 3% Excb Oaa 19O07BS£lJn 
Da GM. 4%% Bda Craated 
Urnter Land Act (1026) Rd. £248 
Db 64,% Treaeury Ln. 19057 
06 £2375 

WhUbraad 4%% lot Cm PI. 
147Bp 

Da 6% 3rd Cm PL 21p 
Do. 7% 3rd Cm. PL 246P 


■ TODAY 

Ccmmoos: Transport, attorney 
general's and overseas aid ques- 
tions. Bankruptcy (Scotland) bill, 
remaining stages. Committees: 
European Legislation. Develop- 
ment of the European Community. 
Witness. Mr Douglas Hurd, secre- 
tary of state for foreign and com- 
monwealth affairs, 11am. Science 

and Technology. Subject, policy 
and organisation of Office of Sci- 
ence and Technology. Witness. 

Mr William Watdegrave, chancel- 
lor of Duchy of Lancaster, 4.15pm. 
Lords: Sea fish (conservation) 
bill, second reading. Debate on 
EC Common Fisheries Policy. 
Debate on domestic violence. 

■ TOMMORROW: 

Commons: Defence questions. 
3.15pm, Questions to Prime Min- 
ister. Cardiff Bay barrage bill, 
timetable motion and remaining 
stages. Committees: Foreign 
Affairs. Subject, expanding role 
of United Nations. Witnesses, 

Sir David Hannay, UK Permanent 
representative to United Nations, 
and Ms Glynne Evans, United 
Nations policy unit. Foreign and 
Commonwealth Office. 10.30am. 
Social Security. Subject, opera- 
tion of pension funds. Witnesses, 
Mr Neti Cooper, Robson Rhodes 
chartered accountants, joint liqui- 
dators of Blshopsgate Investment 
Management (BIM) Ltd, 10.30am. 
Trade and Industry. Subject, Brit- 
ish energy policy and market for 
coal. Witnesses, Mr Michael 
Heseltfne, president of Board 
of Trade, DTI officials, 4pm. 
Opposed Bill Committee. Greater 
Nottingham Light Rapid Transit, 
10.30am. 

Lords: Judicial Pensions and 
Retirement Bill, report Croydon 
Tramlink Bill, second reading. 

■ WEDNESDAY: 

Commons: Foreign Office ques- 
tions. Debate on Public Accounts 
Committee reports. Committees: 
Environment Subject This com- 
mon inheritance - second year 
report Witness. Mr Michael 
Howard, secretary ot state for 
environment 10am. Social Secu- 
rity. Subject operation of pension 
funds. Witness: Sir John Cuckney, 
chairman. Maxwell Pensions Unit 


Agriculture. Subject progress 
of British presidency and other 
matters. Witness, minister tor 
agriculture, fisheries and food, 
10.45am. Transport. Subject, the 
future Ot the railways. Witnesses. 
Mr John MacGregor, secretary 
ol slate for transport, 4pm. Educa- 
tion. Subject education white 
paper, choice and diversity - 
a new framework for schools. 
Witness, Mr John Patten, secre- 
tary of state for education. 

4.15pm. Treasury and Civil Ser- 
vice. Subject future conduct of 
economic policy. Witness, Mr 
Robin Letgh-Pemberton, governor 
of Bank ol England, 4.30pm. 

Home Affairs. Subject annual 
report of Crown Prosecution Ser- 
vice. Witnesses, Mrs Barbara 
Mills, director of public prosecu- 
tions. and other officials. 4.45pm, 
Health. Subject proposed EC 
directive of advertising of tobacco 
products. Witness, Mrs Virginia 
Bottom ley, secretary of stale tor 
health, 5pm. Opposed Bill Com- 
mittee: Greater Nottingham Light 
Rapid Transit 10.30am. 

Opposition-initiated debate 
on care in the community. 
Damages (Scotland) bill, second 
reading. 

■THURSDAY: 

Commons: Northern Ireland ques- 
tions. 3.15pm, questions to the 
Prime Minister. Debate on white 
paper. New opportunities for rail- 
ways. Committees: Foreign 
Affairs. Subject Europe after 
Maastricht Witnesses. FCO offi- 
cials, Mr Jeremy Lever QC, Mr 
Christopher Vajda, Professor 
John Usher and Mr Frank Vibert. 
10am. Defence. Subject, state- 
ment on defence estimates 1992. 
Witness. Mr Malcolm Rifkind, sec- 
retary of state for defence, 

4.15pm. Greater Nottingham Light 
Rapid Transit. 10.30am. 

Lords: Maintenance orders (recip- 
rocal enforcement) bill, third 
reading. Boundary Commission 
bill, report Civil service (manage- 
ment functions) bill, third reading. 
Judicial pensions and retirement 
bill, report 
■ FRIDAY: 

Commons: Debate on sport 
Lords: Not sitting. 


BUSINESS TRAVEL 


POR ADVICE AND QUOTATIONS 
CONCERNING YOUR BUSINESS AND 
FIRST CL/VSS TRAVEL REQUIREMENTS. 
CULL OUH SPECIALIST nEPARTMENT. 


DISCOUNT FARES 

In In Class, Club 
Sc Economy Ctes& 

Abo Cmvcordc 
Far the best guaranteed deals 
Please contact the expert* 
071-439 2944 
Fa* 071-734 2242 
Pan Express Travel 


CLUB CLASS, 

First Class, Economy. 
Discount fares experts. 

Richmond Travel 
081-332 2288. 

ABTA 521 51 - 1ATA. 


NEW LUXURY HOTEL! 


P" XUJ aw* 

INTRO DUCTORY RATE 
FlVtSu^FH^ri^ffiOTY 

&YUV. 

Kiog» Cross 

071 833 3900 


Is your Company seeking to roach Frequent 
Business Travellers, In a decision making environment 
The Financial Times is Eu ropes Business Newspaper. 
To Advertise in this Section 
call Scott Caislcy on 
071-407 5751 


CONFERENCES 


EXHIBITIONS 


OCTOBER 28 

International Tax Conference 

Ernst A Young's animal tmcnouional Tax 
Conference, this year on Managing the 
Tax Charge, will be held at The Royal 
Lancaster HoteL For tether details phase 
contact BQl Field, Ernst A Young. 

Tel: 071-93 1 1313. 
fax: 071-2425862. 

LONDON 

OCTOBER 29 

Pensions after Maxwell 

A conference examining the options for 
reforming pensions legislation. Speakers 
include Social Security Minister Anne 
WitUeoombe, regulators and pensions 
experts. 

Comae!: Iain Dale. The Waterfront 
Partnership. 

Tel: 071730043a 
Ffcc 071 730 WttX 

LONDON 

NOVEMBER 2 

I.T. and Business 
Re-Engineering 

Provides a unique opportunity to And our 
how the marriage of business process 
redesign and the creative use of 
information technology is enabling 
companies to compete more effectively hi 
today's testing BBiiats. 

Contact Business iMelUgeoce 

Tet 081-544 183a Fax: 081-5449030. 

LONDON 

NOVEMBER 3 
Competition Policy In 
Transition 

In association with (tie European Policy 
Fonim. A conference examining legal 
and political developments in UK and EC 
Competition Policy. Speakers include 
Corporate Affairs Minister Neil Hamilton 
and Colin Overbuy, Head of Mergers 
Tad: Farce DG IV. Com an: lain Dale. 
The Waicr&tmt Partnership. 

Teh 071 7300430. Fas 071 7300460. 

LONDON 

NOVEMBER 4 
“Coping With Success; 

Growth and Company 
Evolution 11 and "Planning: 

Why Bother?" 

Two papers in the LSE Seminar Series on 
Strategy, for corporate and information 
systems strategists and planners. 

Lotxfon School of Economics. 

Telephone: 071 955 7227. 

LONDON 


NOVEMBER 4 

Occupational Penslom: 

The Way Forward For Directors 
Pensions is no longer a dnll sotiject for the 
specialist. The implications of the 
MaawoD scandal together with a prohwkm 
of legislative changes have node pensions 
a key issue. This one day IOD conference 
fa held in assodation with Watsons. 
Enquiries: Director Conferences. 

Tel: 071-7300022. 

LONDON 

NOVEMBERS 
Changing Business Frontiers 
In the Asia-Pacific Region 

Convened by the Royal Institute of 
International Affairs. The Strategic 
Planning Society and The China Britain 
Trade Gronp. 

lb be held at Chatham House, Loudon. 
Enquiries SPS Conferences. 

Tel: 071 6367737; Flue 071 323 1692. 

LONDON 

NOVEMBERS 

Multi-speed Europe? 

Hosted by Salomon Brothers InfoniatkwaL 
What ore the imphearioas of leaving the 
EBM? wm EC corn members decide on a 
test track route to EMU? Speakers: M 
Raymond Barra. Sir Michael Butler, Lord 
Mayors of London and Luxembourg, 
Banca d'ftalia. Bank of England and 
leading MPs. Contact: Federal Trust. 
Tel: 071 2599990. Fax: 071 259 9505. 

LONDON 

NOVEMBER 5-6 ~ 

11th International Retail 
Banking Conference 
"Leading the Service Revolution* 

Qualfcy Service Ma nagem ent is the key lo 
maintaining customer satisfaction. This 
conference will help you create s 
successful service policy and establish <a 
realis ti c vision of cons um er rarpt oem enis- 
Contact; Catherine O'Reilly, LafFerty 
Conferences. Tofc (+ 353-1)718022. 

Fae (+353-1) 713594. 

LONDON 

NOVEMBER 9 
Business Performance 
Measurement 

Explores in depth the Issues involved in 
developing and Introducing now 
performance measurement frameworks, 
based on a broader set of 'upstream' 
management indicants, stub as quality, 
marketplace performance sod customer 

oatittfiM- Ju in. fWarf: BotifieSB lViMllljynrte 

Tel: 081544183a F« 081 5449020. 

LONDON 


NOVEMBER 9 & 10 
World Electricity 
Speakers wflJ examine the changing role 
of ibc electricity industry and review bow 
the utilities are responding to the joint 
challenges of providing a public service 
and t unning * crm nn u ir rixl operation. 
En q uiri es Financial Times. 

TO: 071-251 9321. 

Fax: 071-251 4686. 

LONDON 

NOVEMBER 10 
Cost Effective Buffeting 
Management 

An executive presentation of best 
practices in building services maintenance 
and facilities ■ n-wyn i ffl i. 

Pice invitations issued on application. 
Contact: Course Organiser, Wolfson 
Maintenance. 

Tet 061 226 3378. 

LONDON 

NOVEMBER 10 

The 1992 AMEX Bank Review 
Prize Winners' Forum 
Convened by the Royal Institute of 
laienudoiui Affairs and The AMEX 
Bank Review. 

To bcheUatCSatlam House, London. 
Enquiries RHA Con fer ences. 

Teb 071 957 5700. 

Fax: 071 957 5710. 

LONDON 

NOVEMBER 16-17 
1st International Corporate 
Banking Conference 
"Rebuilding a Core Business" 
The corporate banking sector is under 
unprecedented scrutiny. Strategies and 
approaches which wore fashionable arc 
oow being overturned. Hear how industry 
experts view the future! 

Contact: Anne McGlynn, Laffeny 
Conferences, Teh (+3S3-I) 718022 . 

Fas: (+353-1) 713594. 

LONDON 

NOVEMBER18 
Whither Corporate 
Governance? 

Joint conference of^ The Smtegie Hanning 
Society and Henley Management Caflcgc. 
London Hfltou HoteL Current ihmkiqg In 
the U -K, *c UJLA. sod on the Common, 
and proposals for reform. Chairman Sir 
Adrian Cadbury. Details from Mrs 
Joanne Mainer. The Strategic Planning 
Sodenr. TeL 071 -636-7737. 

LONDON 


NOVEMBER 18 & 19 
1993 International Business 
and Financial Outlook 

The Savoy HoteL Lord ChxlfbDt, Lord 
Roll, Dr Norbert Walter, Tomonori 
Name, Dr Chades Jonreher, Michael von 
Ckmm plus other business leaden tfisensa 
what neat year will bring 
The Conference Board Europe. Brussels. 
Teh Jam OrapbeU3Z2 640 6240. 

Fuc 33L2. 640 6735. 

LONDON 

NOVEMBER 18 & 19 
Introduction to Options Course 
- Parts 1 & 2 

Day 1: Basic Terminology, Option 
Pricing, Trading A Hedging Strategies; 
Day 2; Volatility, Advanced Trading 
Strategies, Portfolio Management. Venae: 
Cambridge Science Park, Cambridge. 
£345 (1 day only). £595 (both days). 
fn m w GflHan Brady Financial 

Seminars. Teh 0223 423250. 

CAMBRIDGE 

NOVEMBER 19-20 
Multimedia Information 
Systems end Sendees 
Course presenter Ray Wenlg uses live 
demonstrations of multimedia 
technologies to explain how today's 
applications can be used to benefit your 

Contact: Dfod Cbanhan, IBC Technical 
Services Ltd. 

Teh 071637 4383. 

LONDON 

NOVEMBER 24 ™~ 

PC Security and Viruses 

This conference provides an opp or t uni ty 
to obtain practical advice from 
experienced users of PC nod product 
providers on mmmtising the risks, pins an 
update on the computer vans threat with 
views from s e c uri ty professionals la the 
UK and USA. 

Contact: Dipti Chanhan, IBC Technical 
Services UL Teh 071 6374383. 

LONDON 

NOVEMBER 26 
Controlling Benefit Costs 
As the recession continues seemingly 
unabated, cost control even more 
importance particularly in employee 
bettefirs proriskM. This half day seminar 
for Finance Directors, Pemoaoel Directors 
and Pensions Managers will examine 
benefit strategies to control increasing 
MAS. Contact: Dee Heath. Godwins. 

TeL C71 799 2929 or 0232544484. 

LONDON 


NOVEMBER 26 
A Director's Guide to Profitable 
IT Strategy 

Senior Executives are reporting growing 
concern* about the amount spent on IT 
™t the Inc reasin g difficulty of justifying 
the expense in terms of the bottom line. 
The seminar will examine how the 
benefits of IT can be assessed and 
maxhnfacri in line with your organisation's 
objectives. Contact Fiona Rogers, ITnet 
Teh 0214591155. Fax: 0214592199. 

LONDON 

NOVEMBER 26 

Financial Reporting bi the UK 
The conference will review the 
Accounting Standards Board's progress 
anrt proposals for the treatment of capital 
instruments, profit and loss atxrainis. the 
operating review, off-balance sheet 
Instruments and bttieglbles. 

Enquiries: Financial Tune*. 

Teh 071-251 9321. Fax: 071-2514686. 

LONDON 

NOVEMBER 26- 
Image Processing 

At this conference users will provide 
practical advice on Bring image to deliver 
major benefits and show how they have 
exploited image as part of an integrated 
approach to the busmess proems across a 
wide range of industrial and commercial 


Contact Dipti Chanhan. IBC Technical 
Services Ltd. Teh 0716374383. 

LONDON 

NOVEMBER 25 &26 

PIMS Annual Conference 
Facing Up To Uncertainty 

Progress towards European union is in 
doubt Fasten Europe fa in chaos. 

TKs major two-day conference focuses on 
what managers need to know, in smatiocs 
where they nat concentrate on mmag in g 
choir businesses rather than the 
u n c ertainti es ofthrireavboamcnt. 

Imtniatkma] speaker from UK, Poland, 
Holland, Italy, Switzerland, Germany. 
Ftniand, Austria. 

Contact John Broke-Smith. 

TeL 071 -434 371 L 
Fax: 071-2878706. 

LONDON 


NOVEMBER 26-27 
1992 Financial Industry Crime 
Conference "The Risk of 
Criminal Liability" 

An exploration of the risks of daninal txabiEfay 
for auditors, bonkers, compliance officers, 
corporate financiers, insurers, lawyers and 
stockbrokers. Top speakers, practical 
soiutkxB. Topics: AtW ton . Ua h i fi iy; Mcoey 
U B K ida rin g Seotrides-rafased ctfana Oootacc 
Anna Peanwo, Laffcrty Conferences London. 
Teh (071) 782059a Fax: (071) 7820596. 

LONDON 

NOVEMBER 26-27 
Know Your Competitors 
Competitor lntelligeace ft Analysis 
A practical two day seminar /workshop 
form the UKt No 1 specialists. Practical 
case exercises, suocessfnl case sfucGcft. 
Guest speaker who is head of a major 
compmyfs lutciligcnca udil 
C onran: Patricia Donnard, BMP 
Intelligence Service. 

Tet 071-487-5665. Fax: 071-935-1641 

LONDON 

NOVEMBER 30 
k itelhvfitrt l Property M ana gement 
lor Industry & Education 
A unique, practical one day workshop 
specially designed to transfer over the 
tools and techniques Deeded by 
industry and education for the 
profitable management and exploitation 
of their intellectual property rights. 
r Imtu-jt id 100 places. Contact Trevor 
. Black ft Associates on 071 278 5938. 

LONDON 

DECEMBER 1 & 2 

World Telecommunications 

This year's conference will foots on (he 
treads the shape of the Industry 

deregulation, privatisation and 
globalisation. Financing the infrastructure 
in (he Third World sad Eastern Europe 
will also be reviewed. 

Enquiries: Phnncia] Times. 

Tdi 071-251 9321. Fax: 071-251 4686. 

LONDON 

DECEMBER 7 &8 ~ 

TIig 7th International Energy 
Conference - World Energy 
Demand: fe Growth Inevitable? 

Convened by The Royal Institute of 
International Affairs, The British Institute 
of Energy Economics and The International 


To be held at OMthitm House, London, 
Enquiries: RUA Conferences. 

TeL- 071 9575700. Ptac 071 9575711 

LONDON 


DECEMBER 10-11 
Japanese Finance in Transition 
* How the Japanese financial system 
works. * How It underpins Japan's 
competitive ness abroad. * How the 
overseas expa n sion strategies of Japanese 
companies are changing, A new 
presented by the recognised expert: 
Richard W. Wright- Full details from 
Lion Worldwide. TbI: 071-490 1713. 
Fax: 071-490 1379. 

LONDON 


INTERNATIONAL 


NOVEMBER 3 & 4 
The Eighth European 
Petroleum & Gas Conference 

This year's meeting, timed to coincide 
with PetroTech 92 Exhibition, will review 
the chaDeqgcs facing Enroptfs oil refining 
and process Industries in the 1990s. 
Enquiries: Financial Times. 

Teh 071-251 9321. 

Fax: 071-251 4686. 

AMSTERDAM 

NOVEMBER 11 & 12 
Doing Business With Russia 
A practical high-level fonnn to tfisenss the 
investment opportunities in the new 
Russia, how to address them, busmess 
problems of structuring deals, legal, tax 
amt financial issues. 

Enquiries: Financial Times. 

Tet 071-251 9321. 

Fax: 071-251 4686. 

MOSCOW 

NOVEMBER 17-19 
Economic Transition of 
Eastern Europe, Former Soviet 
Republics: Business Outlook 
PlanEcon. DRI/McGraw-Hili. ENf 
conference on privatization, trade, 
and reform. Investment roundtable, 
industry-specific panels and half- 
day energy symposium. Contact 
Car inn e Bedonnet on 081 545 6212. 

ROME 

NOVEMBER 30- 
DECEMBER 1 
BIS Wireless Information 
Networks Conference 

MbbOc Data and Beyond 
Strategy conference featuring European 
regulatory bodies, organisations using 
Mobile data, and leading industry players. 
Focus on business implications and 
wireless technology in personal 
computing. Cnmner Cud Lc Ptar. 

Teb +44 S82 405678- 
Fas +44 582 482959. 

AMSTERDAM 


DECEMBER 8-8 

Competitive Intelligence 
Strategies. Objectives. Organisation. 
Techniques. Benchmarking. Analysis. 
Seminar presented by KM Tyson, author 
of 'Competitor Intelligence Manual ft 
Guide'. For managers and analysts with 
business development, planning, and 
information responsibilities. 

Contact nB SA, Geneva. 

Tel: (41) 22 362 7767. 

Fuc (41) 22 362 7792. 

CZECHOSLOVAKIA 

FEBRUARY 12/13 1993 ~ 

EC aid India - New Trading 
And Investment Opportunities 
Key issues for multinationals, lawyers, 
bankers and financial institutions on 
practical aspects and legal problems of 
trade between India and EC. Social 
events allow maximum opportunity for 
dfacussfou. 

NEW DELHI 


EXHIBITIONS 


OCTOBER 24 - NOVEMBER 1 

Experience a great double bill - THE 
AUTUMN IDEAL HOME SHOW and 
THE MOTOR SHOW 1992 under one 
roof at the Birmingham NEC Saturday, 
24th October - Sunday, 1st November 
between 9.30 am and 7.00 pm daily, 
dosing at 5.30 pm on Sunday, 1st 
November. Price £7.00 adults and £350 
cbUdrcn/sefliof citizens. 

BIRMINGHAM NEC 

OCTOBER 31 - NOVEMBER? 

Do not miss THE DAILY MAIL 
INTERNATIONAL SKI SHOW » Earls 
Court. London, Saturday 3 1st October - 
Sunday 8th November 1992 between 
10-00 am and 7.00 pm on Saturday and 
Sunday and 12 noon and 10.00 pm 
Monday - Friday. Price £6.00 adults and 
£3.00 children. 

LONDON 

MARCH 3-6 1993 
International Derivatives 
Exhibition 

The exhibition fa designed to provide a 
forum for visitors to view the latest 
products and services offered by 
exc h a ng es, brokerage sad clearing firms, 
information vendors, software houses and 
others involved in the derivatives mdasay. 

Fvtiitiiting Opp utinritifu 1 

Futures and Options World. 

TeL (081)3304311. 

Fin: (081)337 8943. 

FRANKFURT 
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FT MANAGED FUNDS SERVICE 


i Unit Trust prices are available from FT Cityline, call OMl 43 + the live-digit code listed after 
the unit trusts. Calls charged at 36p/minute cheap rate and 48p/minute at all other times. 
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Guide to pricing of Authorised Unit Trusts 

Compiled with the assistance of Lautro §§ 
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FT MANAGED FUNDS SERVICE 


t Unit Trust prices are available from FT Cityline, cell 0881 43 + tire five-digit code listed after 
the unit trusts. Calls charged at 36p/minuta cheap rate and 48p/mlnute at all other times- 
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THE DOLLAR is likely to trade 
in an uncertain manner 
against the D-Mark between 
now and the OS Presidential 
election on November 3, writes 
James Blitz 


8 per cent 

tam (taster 16, 1892 


The markets are assuming that 
Mr Bill Clinton will win the 
election, ‘ and many analysts 
expect the dollar to soar in the 
aftermath of that victory. They 
argue that Mr Clinton's 
commitment to increase public 
spending will check the US 
Federal Reserve's policy of 
cutting interest rates. The 
expected easing of German 
policy will also narrow the 
differential between US and 
German rates that has driven 
the market this year. 

The dollar's rise to a high of 
DML5365 in European trading 
on Friday was proof that this is 
how dealers are thinking. But 
this week, several US economic 
indicators may check the 


market’s ebullience, reminding 
traders that the US economic 
upturn is a slow one. 

Mr Neil MacKinnon, chief 
economist at Citibank in 
London, believes that the 
figure for third quarter GDP in 
the US, due out on Tuesday, 
may show quarter-to-quarter 
growth below one per cent. 

He also believes that 
consumer confidence figures 
due out on Tuesday on Friday 
will disappoint the market. 

Dealers will again focus on 
tbe fortnightly Bundesbank 
council on Thursday. In the 
run-up to the last two council 
meetings, the market has got 
very excited about the prospect 
of a cut in official rates, only to 
show huge disappointment 
when the cut fails to come. 

In the UK, the main event of 
the week will be the 
chancellor's keynote speech at 
the Mansion House on 
Thursday. The government has 
put a new emphasis on cutting 
rates and “going for growth." 
But the speech will be 
analysed carefully for further 
hints on how this is to be 
achieved. 
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DOLLAR SPOT - FORWARD AGAINST THE DOLLAR 


FIXED INTEREST STOCKS 


UXt... ..... 1.6050 - L6405 1.6125 ■ L6135 

Wared .... 1.7190 - 1.7585 1.7190 - 1.7200 

Canada 1.2425 - 12485 12460 - 1.2470 

Metier Imb 1.6650 ■ 1.7285 1.7250*17260 

Mg tarn 3055 ■ 31.60 3130 ■ 31.60 

Denoart... 5.7725 - 5 8975 54850 - 5B900 

Germany .... 1.4970 - U365 L5300 - 13310 

Perusal 134.40 ■ 13725 136.95 - 137.06 

Sum 107 05 - 189.85 10940-10930 


1.6125 - L6135 QJ&O.T9cpa* 601 l.TU.TSp* 431 

1.7190 -L72W 140-1 Hkpre 1186 4.6M^pas 10.47 

12460-1.2470 0.4M9%dk -510 L05-1 Zxfe -3.69 

1.7250*17260 0.79-05MIS -5.60 217*2Z2As -5.09 

3130*31.60 13.00-14.00018 -513 374MUM® -448 

54850 - 5 89 « 4.BM>00wrtls 1019 11 . 00 - 1130 dh -832 

13300 - 13310 0.73-0.74f(d6 -5.76 201-2Q3db -5.18 

136.95- 13746 17M15cdK 17.08 465425A -14.45 

10940-10930 90-110cdb -10 96 270-30508 -1031 
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CAF Mona Management Co LU 

48Pnntury Aud Tunir1dnT7l92J0 , 0732770114 

SSS£gS^£p -1 3.2 : 

Dwrit>0HrC2MB«Lk«3 -I 9 7ftl - 

The COIF Charities Deposit Account 

-iW 1 . 815 

Cent ML of Fin. at Oanch at England# 

2 Fat State, Laaftii EC2Y 5*0 ,071-3881815 

Permit ,18 75 -i 904140253 

Gortmon Mane* Manasement LU 
lft.lBMo«tnent5t. Unto, 608800 071-2361423 
TESSA Do* 07t2JfcWtt 

CaHFna 1010 757 1035 - 

7-dJtFund... - . 935 716 9 77 - 

5ffdilFmn.. ...9.98 748 10.45 - 

Sonar— 195 146 196 - 

TOSAPltat 738 - 7.5# - 

TESAPta 706 - 725 - 

TESSA Soar .. 682 -I 700 - 
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37 (Ml L» Lon*. ECMOAi 
KUnnnUrtevta _ IB 000 


Dae Heag Bank (London) PLC Promhe Ate 
86 Newroaa SOttt, W1P 3U> ,071,-6313313 

CiMO-tlO 000 . >39 488] bftfal - 

LW.dtH-UO.OOT _ lb 75 5.0ft ft« - 

£20.000* I? 50 5Ui 7,711 - 


Fidelity Haney Market Acceant 
Fidelity Brettnw Smite Lid, OaUiilt Haase, 
hummimb. KmTHll 4pZ , 

£1-£M999. 163 44751 6 66 - 

150 006-E249 999 — 1 7 0 525 7.186 - 

C230. 0»:- 5 4Sr9 W l7ftZ5 5 719i 7 84ftl - 
(300000* Htm Marta Run unmweil 

Gartmore Money MattMemetrt LU 

lft-18 MecunoxSt Usi&n ECISBOO ,071-2*1425 
WU £10400*. ... ..J7Z5 543I 7.451 - 

Halifax Bldg Soe Aawt Reserve Cbeque Ace 


UOp I 1054.P fiitaimtaTttZfwDhPI...... I -ft's 


Italy 1320.00 ■ 131435 134125- 134L75 12.00-13 SOmedh LU.41 J4.0(l-37.«16Js -1059 

Homy 6.1110 -62575 623C0- 62350 r3.nM-™«« -809 1L00.125» -734 


Franc*-.... I 50830- 52125 S.1B50 - 51900 29»40oli> -642 


8 2083541s I -638 
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BdniDrt M. Ihirldge UB8 ISA , 0800282115 
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TimrjrAcc 1 6.50 4875 666] - 



SwdM..... 5 6505 - 5.7920 5.7650-37700 440-530BRlfll -948 113O-U50M -867 

Japan 120.75-12220 121.90* 122.00 0.0W) 07jdlj -0 59 f» (17-0 JOfls -028 

Ainrla 103350-10 7050 103925-10.6475 4.9B-S Jttoodls -5 72 12.65-13.750s H.94 

MurrUad. 13355-13735 13640- 13650 tt2MJ2nflj -268 04947. VJifi -2J>7 

Eni —j 12775- L3075 12990-13000 Q.aH>.75cpn 7,16 217-20/^n 633 

Commercial rates taken toads Ur end ot London trad lag. r UK, Ireland am ECO are qooted In US amecy. 
FerNrf pranhm and dlscwau apply U the US dollar and m u tie ladMAtal uatency. 
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C IN NEW YORK CURRENCY MOVEMENTS 


Yen FFr. S ft. H FI Lira CS BFr Pu. Ecu 
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3 months — L73-L6BP* 170 167pm 
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3386 0891 1127 876.1 0.815 20.61 
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10 2629 3326 2586 2404 6083 

3404 1 1265 9814 0.915 2314 

3007 0.791 1 777 6 0 723 18.29 

3467 1.017 1 286 WOO. OVO 21 52 

4159 1.093 1383 1076 1 2530 

16.44 4322 5.466 4251 3.953 100. 

4.733 1244 1374 1224 U38 2879 

6.636 1.745 2J07 1716 15% 40 3b 
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ESOO-I999 3J5 2.44 330 - 

LlOOO-f 4,999. am 600 BJO - 

g.DOO-£9.999,„ &BJ 615 842 - 

Ub.OMM2».999 850 638 8 84 - 

S25.000-C49.999..,.. 8.70 033 946 - 

S50400-L99.9W-.... 9.00 67S 938 - 

UOtJ.000* 920 690 940 - 

Bank 8f Iretand NM Merest Chesne Ac* 
36-40 Hlgti St, StougbSUlEL , 075351AS1A 

£10.000 _.]623 4.688 6J98| - 

HD00-«,999.... _ JftOO 4 JO I 61361 - 

Bank of Scotland 

,071-601644 
4.98 &.85| - 

6161 7.101 - 


666 944 - 
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ft 00 1 8 24 1 - 

Hutsberclyde Finance Group 
5 Banin Way, Kook, Bjstnsuke .0266760000 
£50400*, IS OS 6401 8241 - 
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NATIONAL AND 
REGIONAL MARKETS 


FRIDAY OCTOBER 23 1992 


THURSDAY OCTOBER 22 1992 


DOLLAR INDEX 


Truss 6l« pc 1 993 108 U 03 MB AotB FalB 

lOpc 1993ff 04 UHB 0c15 Apl5 

12>IpC1BB3« 1M>a 05 t,1» JB14 Jyt4 

Fomtog Gpc 1993tt_ Hd OB BM 1615 5e15 

Treat 13kipCl993NL-.«7l|ri 05 1MB My23 Nv23 

B*2pc 1994 «>t 05 Z.1M Ao3 F63 

147a pc 19944* 109 jj 0.7 550 SH Ml 

Ext* 1312 pel 994 HlVd OS 1,169 0«27 Ap27 

HtBS. Idpc L6 1B94CL. 188 08 L8M OaB Je9 

Exeh 12 >2 pc 1994 1»U 07 VM8 Fe22 Att22 

TisasSpe (894tt mh* U LSMMytF BiilF 

J2pc 1995 111}] 1.1 tSSO Jy25 Ja25 

Ew*3pcOa»90-®_ «W 14 214 Nvt Uyl 

10 ] 4PC1995 IBB,’, 1.4 1501 Ja21 Jy2T 

Tress I2ki pc 199514— . rresu 14 MBItylSHvlG 

14pe (996 llfld (.4 77V Jy23 Ja2Z 

9pc 1992-96» 100k) -410 758 SH5 MrlB 

15>epC1996tt U4t|«f 15 1,180 NvS Hy3 

BuJl 1 3 *4 pc 1 996(t__ IIII4EJ 15 SOB IM5 My15 

Convmian lOpc ISBO, 1.7 3v«8 tfy15 Nv15 

Treaa 13>»pc 1997«_ 128S 15 15M Jy22 Ja22 

Eaodi 10>2PC1997 — . 111^ 14 B.78B Ae21 FeZI 

Traaa S4| pc 1997ft — IMk) 19 4,758 Ud Sal 

8k)pCB7m Sj, 74 MO Mrl Sal 


Rguros in paremheaas US 9fc chg Powtd 1 Local Local % Grass US f'ound Yaar 

show number of lines Dollar shies Stsrilng Yon DM Currency chg from Dhr. Dollar Sterflng Yen DM Currency ISffl 1992 ago 

ol stock index 31712(91 Index Index Index Index 31/12/91 YteftJ index Index Index Index Index High Low (approx) 


Australia (68) 

Austria (19) 

Belgium (42) 

Canada (114) 

Denmark (33) 

Finland (15) 

Franca (101) ... 

Germany (64) - 

Hong Kona (53) 

Ireland (IB) 

Italy (77) — 


: 113.74 
119.86 
10&20 
104.05 
151.41 
63.74 
121.88 
87.12 
256.23 
110.12 
55.17 

Japan (472) 105.94 -22.0 97^8 81.87 84 81.67 

Malaysia (69) 2KL37 +22.5 241.16 202^5 208.77 2S3J3R 

Mexico (18). - 1436.52 +3.3 132a38 1107.38 1143.05 4909.75 

Nethertand (25). 156.19 +Z3 143J7 120.40 124^9 123.01 

New Zealand (14) 39.09 -16.8 35.93 3a 14 31.11 38.37 

Norway (22) - 139.06 -2 22 127.82 10720 110.88 117.61 

Singapore (38)_ 184.95 -15.8 16959 142^7 147.16 137.73 

SouBi Africa (80) 154.70 -37^ 142.19 11955 123.09 148.86 

Spain (48) 112.80 - 2&0 10050 88J0 89^0 93^7 

Sweden (31)..._ 16054 -1 U 147.93 124JJ7 1284)7 137.41 

Switzerland (60) 111.78 +11.3 102.72 88.16 8094 9454 

United Kingdom (228) 170.74 -7-9 150.94 131.81 135.85 15854 

USA (522) 188.99 -0.5 1554)2 13027 134.47 16099 

Europe (781) 136.84 - 7.3 125.78 105.49 10089 117.52 

Nordic (101) - 148.29 -20.4 13447 11Z77 116.41 117.84 

Pacific Basin (714) 111.13 -19.0 102.15 85.67 88.43 87.44 

Euro -Pacific (1495) 121-53 -14J2 111.71 93.88 96.70 99.59 

North America (636) 185.85 -1.3 15235 127.71 131.83 184.57 

Europe Ex. UK (553) 11040 -7.0 106.99 89.75 92.84 96.01 

Pacific Ex. Japan (242)— 162.10 +00 149XJ0 12458 129.00 14063 

Wbrld EX. US (1687) 12Z47 -14.6 112.57 04.41 97.45 101.45 

World Ex. UK (1981) 134.03 -9.4 12320 103.33 106.68 118.78 

World Ex. 80 . Af. (2149).. 137.20 -09 126.11 105.77 109.18 121.91 

W orld Ex. J^ian (1737)- 155.04 -3.8 142.51 119-S3 12338 145.69 

The World Index (2209) 13752 -9.3 12012 105.78 109.19 122.18 


Base values: Dec 31, 1968 - 100 ; Finland: Dec 31, 1987 » 115.037 (US S 
(US S index). 114.45 (Pound Starting) and 12122 (Local). 

Copyright The Financial Times Limited. Goldman, Sadis & Co. and Cour 


4-30 122.55 
2.35 152.46 
5.69 139.49 
3.40 115.62 

1.89 19004 

2.21 8228 
3.71 14095 
2.64 109.77 
3.48 261.48 
4.93 137.13 
3.76 54.90 

1.04 106.85 
258 260.25 
152 1428.47 
4.61 157.72 

5.90 39.01 
2.06 141.77 
239 179.65 
3.47 154.43 
041 11092 
265 157.26 
228 11275 
4.67 170.B7 
3.01 169 JO 


4.00 137.10 
250 145.99 
1.39 111-99 
258 122.15 
103 165.96 
3.52 116.72 
3.62 16232 
261 123.05 
255 134.58 
277 137.70 
039 155.32 
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11.7 5047 
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(LSI 296 
1U127B 
HI! 1304 
2U48M 
2771307 
2LS 1267 
B31284 
1171263 
It 10 IMS 
1831294 
2531271 
(S3 1254 
9.101296 
TS31305 
10S1344 
2831309 
L1012B8 
(.IS 1240 
1631302 
16712S3 
17.71341 


213 1263 
1211273 
2631331 
MS 1308 
U.1B12S9 
131347 
2031264 
11181268 
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Wk % 

Notes Prict £ change 
CanmatanlOU pc 1999.1134x1 2 3 

Qpczoom- - ■ - W75» 23 

Treag ISpc 2000 1274 22 

(Ope 2001 111S 20 

14pc ■98-01— 12M 13 

9 \ pc 2002 1194 13 

lOpc 2003 111% 13 

Treat Ilia pc 2001-W. Till, 12 
Finding 312 pc V9-04- MJ] 03 
Oonwi ti cn pc 2004. 196JJ 15 

9 iq pe 2005 TOfB 15 

Tmw i2ia pc 2003-05. mure 1.7 

BpcaxB-em 12 

Treas 1H PC 2003-07- 1«u 15 

Treaa 8*2 pc 2007 » — 974 12 

13>2pC W-OB «t2\ L4 

Owar FHlPaa Yam 

9pc 2008 it 111AM 12 

8pt2009 MS 12 

Con* 9pcU 2011#— -MOM OB 

Tran, gpc 2012 «Q 03 

9pezoi2A tact* aa 

Treas 5 Ijpe 2008-1 2« 694 OS 

7X, pc 2012-15# MR 03 

Exd)12pc13-’I7 128 J} 03 

Treas B^pc 2017 9711 07 

84,pe20l7A*t 97S 07 
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£m due 
1.7MUy22 Hv22 
A168 SC3U3 
3,171 Jl14 Jy14 
4796 Am 26 Fe26 
970Nv22 My22 
5777 Fe27 Ae27 

*583 Mrt SeB 
13*9 Sel9 1319 
443 Ja14 Jy14 
2312 Ap25 0c25 
4542 Ocia Apia 
270a My2l K«21 
15M AtfOcS 
2161 jfiZ Ja22 
2597 Jiie Jy19 
15M SaZS *026 


I Ap13 Ocl3 
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I Ja12 Jyi2 
I FeU Au6 
I Fc2S AS25 
I IfeiO SetO 

Jy26 Ja26 

1 Ja12 Del 2 
I Fc25 Au2S 
[ Aa25 FeZ5 


im cay 

Xd be 
19.101242 
28.71244 
651299 
S712B0 
12191306 
2171349 
21 1281 
1351290 
151274 
1651246 
1151247 
-0.161296 
121334 
OJ1293 
■31339 
2U1301 


BRITISH FUNDS - Cont 

Wk « Asa* 

Moles Pries SctHigi Da 

hxtai-IMid 

an 

TVeat. 2pc *94 — (1023) 131al OB SOBNvIBMylO 12.105070 

2pC9e — (673) IMA 1 7 1.199 Ur16 Selfl 1B31313 

44 PC -98 (13&3) 21 1) 117 8D0 Ap27 0c27 - - 

2 ‘a pc HI (783) IMA 25 USB ili24 Sa24 19J1316 

2*zpc'Q3 (78 B) 155r.nl 23 NO NvHJ Vry20 14.191317 

4J|PCD4 (1363) 21H 84 100 Ap21 0c21 - - 

2pc-06 (693)19712 13 1569 Ji19 Jyl9 1231314 

2>ipc1» r7a8)143S|d 13 1,180 KvJO Uy20 KM 1318 

2 , 2pe^1 (7431 148V 09 1360 Fe23 Ao23 17.71319 

2 V pc 13 <897)1*1* 17 15BB ftlfi Ailfi 1371320 

2 V pc 'IB (61 3) 12951 ftS 13B9 «B 4y2B U31321 

gitpe-X (Ban) IM* 03 ISSBOclB Ap!8 33(322 

2 >2 pc *2444 197.7) 193** 01 BM Jai7 Jy17 1131323 

4 1| pc *3040 — (135.1) IMA ai 509 Jy2T JalB 


UndxMd 

Consatadpc 4Sh 

Wre Law 3ij pett 39H 

Con* 3 tj pc "81 AH 924 

Trwa 3pc -68 Alt 321* 

Coroots 2 tj pc 2B>s 

Trob. 2 ij pc 27 JJ 


13 369 Fel AbI 
13 15M iel Dei 
03 1*7 Apt 0C1 
15 66 Ap5 0c5 

OS 271 SJaApJyOc 
OS 479 Apl Ocl 


0)1 Figures In pdrenthews drew RP1 base lor Indexing, lie 8 
mortis prior to (sure) and taw but adjusted to reflect rebadng 
of RPI to 100 In January 1987. Comenlon (actor 3.945. RPI tor 
Ward) 1992; 136.7 and for September 1992: 139.4 

OTHER FIXED INTEREST 

WV % Mm Interest Last My 

Notes Plica E change £m dM ud Roe 

African Dev 11 ** 2010. 114U 1.4 50 ttH Jy4 112 - 

Aslan Dev 10 U PC 2009 Wil 27 m MrZ4 Se24 2U - 

Blare 11 >2 pc 20 12 — I11V 2-3 46Mv1SNv15 17ATS37 
Wand Cap 81? pc 10— 1Mi a 28 304 Apl Ocl -1465 

SpcCap 1996 WS1» 27 728 Ja30 JyM - - 

13pc *97-0 7 lift* 24 3lB Apl Od 2U1426 

Hytkotadiec ISpc 2011. 136A 11 401M1 Nv31 27.13 - 

Leeds 13 jape 2008 1241J 13 40 Apl Ocl 1U3148 

Lhwpool 3»I pc (rred_ SSh 47 S ttaApJeOc 133169 

LCCSpeTOArt— — — 30b 34 26 ItftJeSeDs U - 

ManTODStM 1 1 jape SIP. 14 7 Ap25 Ocas 3933275 

MeLWtr.^lC'S-. 631, 49 25 Ur\ Sel 153361 

K'aideAndb3^tK2021^ 117 24 69 Ja30 Jy30 9.13465 

44gPcjT2024- 1164, 22 59 F«23 Ap23 207 - 

DU Hex sxtg 16^2009. 1274, IS 59 Mrl Ssl 275 - 


1.4 50 tta Jy4 

27 m Ml 24 Se24 

23 45 MylS Nv15 

26 304 Apl Ocl 

27 728 Ja30 JyM 

24 315 Apl Ocl 

11 40 My31 Nv31 

15 40 Apl Ocl 

47 5 ttaApJaOc 

34 29 ifeUeSefls 

14 7 Ap25 OC25 

49 S Mrl Sel 


2S5142B 
27.13 - 
1253146 
153IS9 
U - 
3953275 
153361 
>13465 
BL7 - 
275 - 



BASE LENDING RATES 


FT-SE 100 

Where next? 

MEMBER S FA I Call for our current views 


CAL Futures fJd 
162 Queen 
Victoria Sum 
London EC4V 4BS 
Tet 071-329 3030 
Fax:071-329 3918 


FUTURES PAGER UPDATES 

The new Futures Pager still transmits 2 minute updates on currencies, Indices. 
I merest rates and futures prices 24 hours a day bur it's lighter and smaller 
with a screen that has doubled in size. Call 071-895 9400 (or a tree trial. 


1 FUTURES PAGER, 
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49% 39% Loekhoad £12 46 8 460 45% 


M 51 M% 14 34% 93 93% OMOE7J4 724 7S *100 91 91 >2% +1% 

21 S 32% 32% 32% 06% 84% OMOE7J6 7J8 7 7 *>00 94 94 95% 

7 5 22% 22% 22% +% 105. B7 0MOE8S4 164 BS 2 101 10,101% 

18 785 25% 23% 26% +% 107109% OMoES.12 9.12 BS *100 105% 104 104 

0 35 % dill % 44 30% Okiah OLE 2SB a2 13 228 32% 32% 32% -% 

17 835 28 23% 25% 84% 38% Ottn Cop £20 5.8 12 787 40% 39% 38% -1% 

9 253 <2% 12 12% 28% 16% OnxUeara .114 0.S37 63 26% 26% »% +% 

911 10% 10% 10% -% 37% 31% Omnlcam 1.24 14 17 7B1 37 38% 36% +% 

11 106 20% 28 26% -% 18% 10% Onalda Ltd 0 48 4.1 11 1 56 11% 11% 11% +% 

17 388 12% ,2% 12% +% 18% M Oneok toe ISO 5£ 14 288 u16% 17% 18% 

124379 59% 56% 66% -% 22% 19% Oppanl, Cap 1.70 7 8 M 194 u22% 22% 22% +% 

214933 24% 23% 24% -% 11% 10% OppetoMB 1.18113 267 11% 11% 11% +% 

11 463 87 61% 68% 10 BVOHNtoMul* 0 92107 115 3% 8% 8% 

103 17% 17 17% 8 8% Grange Co 48 35 8% 8% 6% -% 

COO 06% 88% 66% 40 32% Orange Bek £46 62 13 135 30% 39% 39% +% 

9 553 42 41% 41% -% 26% 16% Oregon 99 OSS 24 102ES7 19% 18% 19% 

142974 39% 39% 39 +% 3% 1% Orient Exp 2 6 1% 1% 1% 

7 343 3% 3% 3% 48% 30% Orton CIS « ISO 4.7 5 40% 40% 40% 

8 490 45% 45 46% +% 41 29% Orion Cap * 0S2 £4 8 31 39% 39 39% +% 

23 241 43% 48% 43% -% 27% 16% Oryx Enarg 140 1.7 512942 24 23% 23% -% 


3 % 3 % 
45 46% 


50% 39% Locne Co 0.76 1.7 23 241 43% 48% 43% -% 


,26% K8% Loews Carp 1.00 0.9 91,85 111% 109 109 -4% 26% 15% Omb-rd Me 0.40 2-4 M 676 16% 16% 16% -% 

-1 21% 14% Logmen x 124 1.8 9 93 17 16 18 -% 21% 19%0-amsSftp 100 43 12 92 M% 14 

11% 6%LcmaannCp 25 404 7% 7% 7% gj» iB« *—.«** fl? i?? gfr 

_l_ 2C , 7 a LomO&NltnUMHU 0 942 i li A 39% 22>i OtlM Corn 2 644 30^ 30<fl 

H 5% SHlWT 5 288 4% 3% 4% +% 27% *% Oxtofd Ind 130 1411 62 17% 17% 

29% 26% Longl£«3 £43 BS 2 28% 28% £9% 

29% 2S% LonglL£47 £47 14 3 38% ffl% 28% _ _ 

102 64 Long OS. 30 BJO 14 3 98% 98% 96% ■ r - U - 

_S, 109% 1C2% UaL 9 8 9S0 18 2 102%tf102% 112% 39% »% PW Corp 130 11 12 124 39% 37% 

25% 22% LongtLghtg 1.74 7S 111407 24% 24 24% 31% 17% Ml Cerp a 124 19111276 86% 25% 

’ 40 38% Longa Ortss 1.12 13 12 M 34% 34 3f% +% «% 

W, 18% 13% longMaF* 140 2.7 S 81 IS 14% M% -% «|» „S>E™‘ wMn JS£ “-J 88 ** 

41% 90% Loral Corp ISO £4 10 684 u42% 41% 43% +% Kj* !f5 gS Oroup ® 

-% 30% 27% Ldrtal£8 11811.1 B 28% ' 28% 25% -% IE? SS u. ^ 12 J l!j 

, 40% 25% Lents land ISO £7 82 80 97% 37% 37% +% JIj «? o2 iota ’m ttA “12 

-% n an mam an* anl. mu -L 1? 91 I*? ..L z 


OSO 4.7 241839 TTh 19% 19% +% 47% 33% Burl North 1 20 3.1 142472 39 39% 99% 

0S9 OS 39 310 9 B% 9 49% 33 Burin Raw 150 IS 90 824 41% 41% 41% 

a era a ii « +a is m% smb ft* i.x asm 32 tb% ib% is% 


98 103 sa 33 14% 74% 74% +% 44% »% Dover Corp IBB £0201987 u48% 44% 44% +% 
16 5 18% 16% 19% +% 62% 61% Dow Chem £80 4S 301851 64% 53% 04% -% 


23% ,5 Amu OSO 4.7 241833 77% 16% 18% +% 

12% 8% Amu Gold 0S8 OS 39 310 9 B% 9 

{| AAmtumCp am a ii U +& 

25 17% Amcaal Ind 146 3.4 io 214 la i3% 14 

51% 36% Amerata Hi 0.80 12 S1 1069 50% 49 49% -% 

10% 10 An, AdJ R 188 BS 02 10% 10% 10% -% 

34% 22% An, Barrfeli ail 0 4 31 094 30 % 30 30% 

49% 39 Am Brandi 1.78 4S 95606 41% 41 41% -% 

20% 15% Am BuM M 0S0 £6 122100 17% 17% 18 

31% 2% Am Bu Prd 170 £7 13 57 28 % 25% 25% ~% 

B% 7% Aa Culm > 178 IDS 383 7% 7% 7% 


37% 25% Cfl* hid 0L48 7S 18 SOI 
220% 132% CSS Inc ISO 15 22 694 
1% % OCX Inc 2 4 

% dCFInoUta 0,1685.3 0 144 
22% 14% CMS Energy QL48 £8 85 208 


21% 18% Am Cap Bd 1.88 12 35 T78 20% ,9% 20% +% ./UI, nu CNA 13 206 94% 93% 04% 

20% ,6% Am Cap CU 1.18 11 0 8 19% 19% 19% 5,2 33% CPC UH * ISO £8 171191 48% 48% 48% 

66% 52% Am Cyantmd ,S5 11 ,23118 54% 53% 53% -■ 1% 14% CPI Corp 158 16 10 95 15% 15% 15% 

35% 30% Ana Pear £40 1A ,3 547 32 % 32% 32% w% CTC LM £4 83% 81% B2% 


24% 20 Am Expraxi 1.00 4.9 125569 20% d2Q 20% 

60% 40% Am Gert Co £08 4S 111175 uS0% 48% 50 +% 

9% 8 Am Gov, la 0.77 17 292 9% B% 8% 

37 18% Am HRh Pr 2.78 IIS 39 480 23 % 23 23% +% 

32% 23 Am Haraga 0 84 £8 IS 32 31% 31% 31% 

94% 63% AM Hn Hr £80 3S 1 43289 69 % 87% 97% -% 

3% 1% Am Hotel* 0.75 370 OT 2 2 2 2 

114% 62 Am In, Or 158 08 144381 110% 109% 109% -1% 

2% % Am frrtml 01541 3 d« JJ 

B% 1% Am too P, £00123.1 5 1% d1% 1% 

12% HJ% Am Opp toe 1.00 86 201 11% 11% 11% -% 

46 30% Am Freed, 180 IS 6 423 39 38% 85% +% 

10% 6%4«MBi> ISO 717 7 121 0% dS% 8% ~% 

3% % Am EMp BO 0 20 2% 2 2%+% 

42% 30% Am Sure* 0.70 1.719 098 41% 41% 41% 

45% 36% AT&T a 1S2 3 1B1RW 43 42 43 +1% 

20 76% Am Miff 5% ISSJ 2 10% >9% >0% 

28% 20% Am Wirtr 193 3S 10 974 94% 24% 24% -% 

70% 48% Anurnachx 152 5 4 131680 86% 85 68% -% 

38% 29 AlMittfl be 1£8 3817 7 33% 33% 33% 

2% A Arum Ot St a 435 A % % 

15% 13% Amo* Lie I 0.88 4.7 14 595 14% 14% 14% 

11% 10% Amev Sac 1 1S2 9.2 1 77 ,1% II 11% 

53% 41% Amoco £20 42,057024 52% 52% C% +% 
8% 5% AmpcoPHt 130 49 0 5 8% 8% 8% -% 

,2% 4% Amro Inc 172 £5 22 296 5% 4% 4% -% 

31% 21% Ameouto 1S4 3fl,1 247 20% 28% 29 +% 

5% 3Anacomp 8 129 3% 3% 3% 


1 20 11 142472 39 38 % 38% +% 35% 24% Oo«r Jonaa 176 £7 291437 28% 28 ZS 

ISO 1 £ 30624 41% 41% "% -% « TlJigWuSSL IX 2J 7 W 12 11% 11% 

m a amt S3 78% ,0% 99 8B% 0PL 7S75 7SB 7S *100 97 97 98% 

,.30 asm, 32 70% W4 10% 32 25% DOE 1S2 4.9 12 294 31% 31% 31% 

10% 6% Drava Carp 182 11 11 171 7% 7% 7% 

- 23% 77% Dretaer 180 3.1 211821 19% 10 19% 

- C • 48 33% Dreytua Co 0.68 IS 17 631 38% 37% 38% 

148 7S 18 598 37% 30% 37% +% >9% 0% Orta fit 8 171 7.1 479 10% 9% 10 

ISO 1522 894 203% 201% 201% <4 12% 11% Ortu* SI G 1S2 9.1 88 11% 11% 11% 

u»«.SE«4aBj»Manj «% 0% Drful 51 U 0.73 7.1 803 10% 10 10% 

AtBMJi o 1*4 J dA 1 -J. 09% 58% Du PonMS 400 19 9 85% 68% 65% 

r»C mi ,?£ 95% 31% Dukaftnrer ISO 11 151512 38 34% 35 

040 2S M 208 17% TflJ 7T% +% 10 * ggMrtpy.a 7S0 7.7 8 102 101% «1% 

"Ji 25 25 % 109% »03DMtiP14a OM BS *100 103% 103% t03% 

ISO 2S 171191 48% 48% 48% 107% 108% DukM>138 826 SS 4 103% 102% 103% 

108 3S10 95 15% 15% 15% *% 3% Duka Raalt 140 IIS 51 71 3% 3% 3% 

1S2 £4 124063 83% 81% 82% +1% 59% 00% DunMrad*, £28 3S » 758 58 67% 57% 

175 &951 IS 19 35% 19 54% 43% Du Pont 1.75 IT 24334S 47 40% *7 

0S3 £8 18 123 29% 28% 29% 27 23% DuqL 4.1 £05 9 0 2 25 % 25% 25% 

27 121 89% 67% 86 — 1 27% 34% DuqL £10 £10 8.4 8 26% 23% 25% 

1S4 £1 15 5« 40% 40% 49% -% 25 22% Duqanaa.78 1S8 7S 2 84 24 24 


84% U 

ss -1* - n - 

11% +% 30% 17% H&O Hcara 198 5S 64 19% W 19% 

98% 40% 30F9CTM ADR 1.47 43 17,878 35% 3<% 34% 

31% -% 14% IlHREPmpi X 1.08 9S373 3 11% 11% 11% 

7% +% 1 £24 Madaon 0 108 £ % £ 

10% 5 2% Hah FB 2 SB 3 3 3 

38% +% 38% 21% KaWtRirtO ISO 3.1 32t 801 33 32 % 32% 

10 9% 3% MeUwood 1 91 4% 4% 4% 

11% 18$ gircock Fab 032 3J 12 107 9% 0% 0% 

10% +% 17$ 16% Kcock Inc x 1 A0 14 21 11 16$ 16% 16% 

85% -% »% ailtroocUsMa 1.84 14 28 49 22%d21% 22 

35 15$ 10% HndMan x OAD 3S 10 371 12 11% 12 

01% -% 13% lOHntfrHvo, 120 IS 17 133 U 12% 13 

03% 30 10% Hanna 185 £7 21 224 24$ 24% 24% 


-% 21% 19% (Taea* 8hp 1M 43 12 02 M% 
21% 18% Oaw 8 U 038 13 18 ISO ,9% 
+JL 33% 22% Ohm Cora 2 644 30% 

IJl 77% M% Oxlord Ind ISO 14 11 62 17% 


- P - Q - 

38% a%PW Corp 1J0 11 12 124 38% 37% 35% 

31% 17% Ml Cop* 124 1BH1276 95% 25% 25$ 

06% 48% PNC Fhenc 2-2B 0,1 5n> m fi?% 63 

68% 80 PPG tod In £00 33 22 436 99% 50% S9% 


40% 25% Lent* Land ISO £7 53 80 
51% 28% Louto Pac OSO IS 18 877 


57% 54% CSX IS 2 £4 124063 83% 81% 82% +1% 

24% 17% CIS Carp x 175 1931 IS 19 38% 19 

33% 28% Cdtria&Mra 0S3 2S 16 123 29 % 29% 29% 

98% 42% Catoetrun 27 121 59% 87% 99 -1 

82% 31% Caber Corp 134 £1 16 04 40% 40% 49% -% 

19% 10% Cabot O&G 119 191W 62 17% 17% 17% -% 

29% 13% CrtnraDion 94 799 19% 19% 19% 

41 25CaaiarsW tl 824 39% 35% » -% 

2% 1% CM Real E 120 »S 7 9 2 1$ 2 


-% 28% ISHaiviafonl OSO 1S17M8 19% 
+% 6 2% Hanaon W, 1091 3% 

-% 22% 17% Nvacn ADR 1.41 73114341 >0% 


25% 30% Karland 
32% 21% Kartay Dav 
14% b% Hannan tod 


! Duqine4.00 £00 7S zlOO 26% 25% 35% 


190 17 16 306 24% 
261033 51% 
35 27 TO 
110 £3 9 54 17% 


2% 1% CM Rail E 0.20 ,00 7 9 2 1$ 2 

4% 2 Called Inc 112 6S 0 222 2 % 3% 2% -% 10% eS Mm Sv 

26% 18% Catoon Chn 1M 19191067 17 16% 17 +% 1X7 Si DvnZwte 


28 24% DuqL 4S £W 7S 7 27 
27% 24 DuqaLM.18 £06 7S *100 28% 
98% 68 DuqL 7.2 120 7S zW0u96% 


108 12 233174 


27 26% 26% 
1% 26% 26% 
1% 98 95 

54 33% 33% 


22% 16% KutoacMa x 140 £3 9 84 17% 17% 17% 

34 26% Harris Crp 1-04 11 131702 33$ 32% 33% 

30% 27% Haraco Crp 1S2 42 9 201 31% 31 31% 

89% -45% Hartfd SOD £12 18 18 130 58% 56% BB% 

B% SKanaarx C OSO MS 0 283 4% 4% 4% 


24$ 34% 
19% 18% 
3 3 

10 79% 
24 34% 
30% 31 

9$ g$ 
17% 17% 
32% 33% 
31 31% 


24% 15% Lowe* Co 128 1.400 8*0 19% 19% 19% +% „u ,7% PacEntt 
77* J5% 25% LuOrizol 080 2S 12 012 2S% 27$ 29% 34% 29 Pac Gtt 

T> 18% MLubya OM) 054 11 14 333 18 17% 17% -% 45 38% Pac TM 

I? 39 a% Uduma toe 190 2J3Z 833 34% 33 33% +% 25% 10% PalnWiJ 

T2 32% 21% Luxctace 185 £9 17 633 24% 33 23 -1% 26% 18% PalnWaU 

^ 33% 24% Lydall In: 17 SB 27 28% 27 +% 29% 26% PaP Corp 

25$ 21% Lyondell P ISO 7S 38 338 34 23$ 94 19% «$ Panhandl 


31 PaoMoorp 1S4 7S 301007 22% 21$ 


28% 16% Ca%cn Ctm IN 19191067 17 16% 17 

2fl% 10% Caftmat Co 164 12 34 80 20 % 20% 30% 

1% i Calwn Ine 0 65 % % % 

43% 31% Campbell 8 178 IS 21 944 42 $ 42% 42% -% 

A liCampbl Ra 12 114 8 % % +A 

18% 11% Cm Pac a 0J7 £2 4 558 13% 11$ 12% +% J? ’ 

487410% Cap CM* x 120 10 18 262 421 41B 420 

65 62 Qip H1d0 1S2 £1 10 670 81% 91% 91% 


15% 9$ Dynamic* 120 IS 20*100 12$ 12$ 


- E - 

12011S 3 MO 1$ 1% 


19 17% Nature* x ISO 83 3 18$ 15% »% 

44% 39% HamritanS £24 BS1B 71 40$ 40% 40$ 

27% 19% HaaBh Ca 1.70 7S 18 BB2 24% a$ 24% +% 

to 6% HmBi Eqa* 893 9S20 121 9% 9% 9% +% 

14% 8$ Heart, Rhb 1J5H2 12 148 12% 12% 12% 

87% 16% HaaRMOi £1 496 21% 20 20 -1% 

12% 7% Hada Min OSB 17127 61 7% 7% 7% -%| 
39 19% HamgMay 139 1SS2181S 36% 38% 37% -1%l 


62 Cap Hide 


32% 24% Cm* IS x ISO 16 10 3l% 30% 3l% 4% 24% 20% Emu IMIa 

36$ 27% Oval IM > 3.10 BS 10 162 34% 34 34% +% 28% 23% Eaabn En 

$ 121 Caraarcom 0 32 L dO£l 121 GO% 37% Eaatoi Kod 

45$ 39% Carts* ,J6 13133 2 41% 41% 41% 83% 81% Eaton Cor 

3% £ Caroled Pc 0 44 f % % % 20% 13% EcWln Inc 


420 -«% ™S I® 40 f52 H !2 IS ®% s- 1 1W4 « ao% 30% 30% -% 

35% 30$ g3ytoam« 130 SS 10 886 37V 38% 37% +»% 4Z% 30% Hatona Cur 034 18 17 104 39% 39 39 -% 

SiU +5 M ^—JS BB M2S h - — 2 *}• Ji* S 7 ? 19% HalmartchP 149 1S51 393 29% 25% 25$ -% 


28% 23% Enatm En, 1.40 15 
I 50% 37% Eaatoi Kcdk £00 4SWB2S73 «% 
[ 83% 61% Eaton Corp £20 £9 212072 78% 
20% 13% EcMIn Inc Q.TO 3S 181933 19% 


11 79 23% 
14 B2S 25% 


42,H7«4 S2h 52 mb +1. ** 10% Carotoa Ft 120 1iW IB 13% 11$ 13 +1% 

?£} ZZ ® 4, « Cw ** PW 3.19 82 111484 51 80% 90$ 

nw 2 5 59 tog iu Si Ii -U 41 Carpamar £40 53 28 32 45% 44% 45% +1% 

Ml \ IS 22% CarMiWal 133 13272278 27% 23% 27% *% 

1S4 3811 247 29% 25$ 29 +% aa% 20% Caacrii N 8 1.40 12M 8 23 22% 22% 


’% 28% EctXeb Inc 0.70 £0 19 92 38% 35% 35% 

»% 31% Edison BTO 1.12 £8 15 84 44$ 44% 44% 

S3 17% Cdwantt 15Z £0 8 454 21 20% 20% 


32$ ,8% Arndarko 030 IS 9919,2 30% 29% 20% 

11% 8% Analog Dav 1151183 11% 11% 11% 

*0 23% Angelica 192 3S11 13 24% 24 24 

80% 01% AnharBach 138 £4 162703 54$ 54% 64% 

26 25% AMR PpaPt 2.BB 17 8 27% 27% 27% 

47% 31% Antham IB 33 42% 42% 42% 

14% lOAmhcnyln 144 4 0 14 11 11% 11% 11% 

50% 39% Aon Corp 1.88 14 12 687 49% 40% *0% 

22% 12 Acuta C>p > 128 14 10 517 20 10% 20 


13 7% Cash Amor a 05 15 IB 480 B% 8 8%+% 
82% 41% CatorpHIr 180 1.1 08Z4S B2$ 50% 82% -1% 


r .. v, wi ^mvrenar 

ii T1 2 H «>% 8 GDI Corp 


6% Ekoa Gr«9 
7$ Efcor Corp 
2%EUO Aa* 
4% EJJar 


22 % 22 % -% 
25% 25% -% 
41$ 42 -% 

75% *78% -1% 
19% 10% +% 

a Si :i 

20 % 20 % +% 


Efcor Corp 122 1.617 61 Ul3% 
Etact Aaa 2 32 3% 


68 388 8% 8% 8% 


50% 30% Aon Carp 
22% 12AHd«Cm> 
11% 8$ tek*M 
10% S$APH 
103 98% AppaIPwP, 
B% BAppidMag 
17 14$ Appf Pw A 


24 17% Cedar Fair 138 73 14 128 23 22% 23 

2fl 23% CnHudCEPT 1S2 73 2 24 2* 26 +1 

47% 28% carnal Op 030 87371471 32$ 32% 32$ +% 

20 15% Canterlor ISO 8.4 13 SSI 19 18$ 19 +% 

30% 20CantH(Xp 120 0 7181478 25% 28% 26% +% 

30% 25$ Canlr Hdon £00 13 12 396 29% 29% 20% -% 

38% 22% Camr Lout 1.38 83 12 718 23$ 23% 23$ +% 


8% 4% Etodm 

34 10$ EMC Core 28 783 23% 

1 % Emerald hbi 0 33 % 

8% 7Emarg Gmny 123 3.1 121 7% 

66% 48% Gmeraon a 139 £7 171772 61% 
3% 1$ Ernaraon Ra 4 350 2% 

8% 6% EiriprfKTS 048 6S *100 7% 
24% 20% Empire Ota 1.25 5S 10 48 22% 
84 B% Employ Ban 17 70, 11% 


2 32 3% 3: 

2 01 10% 10: 

22 H3 u8% 5' 

28 783 23% 22! 

0 33 % d! 


13% 13% 
3% 3% 


27$ 10% Ha1mrtcrt> 148 IS 61 383 26% 
67% 44% Hareula* £24 1018 463 67% 
48% 88% Harsh ay IS6 £* 171223 46% 

85 SD% Haaiaond a ISO ,J 144438 55% 
M% 10% Haxeal Crp 144 3.7 ,1 8 11$ 

10 BHOhaar 22 81 8 

8$ 2% Htbarnia A 180 14.1 1 714 4% 
6% 4$ rtgh toe OS0 11.7 684 5% 

8% B% High men 163 IIS 811 5% 

8% 8% HI Via toe » 180 114 112 7% 

8% 8$ M Vld Pla a 18411S 28 7% 

16% ,1 Hllbrog&H 21 44 14% 

43% 33% HUanhran 066 1027 117 40% 


- M - 

7$ 4% M A COM 7 137 4$ 4% 4% -% 

50% 43% MBIA toe a 184 IS 13 308 57% »% 86% -% 

28% 21% MCN 1S8 14 17 516 26% 28% 28% +% 

4% ,$ MDC HUga 48 384 3% 2$ 3% 4% 

28$ 21$ MOU Raa 1.48 SS 18 128 25% 26% 25% -% 

11% lOMFSOww 120 VLB 843 10% did 10 
12% 7% lire Gov Mr 188 IlS 11 881 7% 7% 7% +% 

12% 10$ M9 Prop x 190 1711 29 11$ 11% ,1$ +% 

18% 10% MOM grand 83 79 18$ 16% 18% -% 

rf f% AM Group' 0 36 1% 1% 1% . aa cm 

“ii ttSfsSS 6 VW104 Ub rot ’’ll ti! 81? 24% PUN** Eft > 1.78 67 M 236 31% 31 31% +% 

14 0%MeFrugta 12 588 15% 12% 13 4% 26% 19% p«p BomM 0.14 OS 321556 1^6% 26 28% -% 

17 12% Magnaiek 10 20 13 12$ IS +% “3 ^ -- -- 3 

1% A MAI Baalc 0 110 A A A 

% 5 Ma)cr Op 7 107 118 % 0.16 

14% 11$ Malaysia P 107 15 148 13$ 13% 13$ +% 

22 14% Manor Cut 100 04 181234 21% 21% 21% 


+ 1 * 27% 17% Pac Em 144 £4 121937 18% 18% 18% 

. 34% 29 Pac G«t 1.78 5.7 111364 31% 31% 31% 

-<* 46 68$ Pac Tat £16 SL4MIW 40% 30% 40% 

+% 2S% 19%PalnW1J7C 1J8 18 57 21% 21 21 

-1% 26% 18% PalnWahMr 148 £6 41284 19% 19 10 

+% 29% 26% PaP Corp 138 IS 7B8u30% 20% 30% 

19% 12$ Pa n h a ndle OSO 4.1 1717TB 19% 10% 10% 

46% 38% Paramour* OSO IS 21 750 44$ 44% 44$ 

14% 12% Park Bald ' 132 2S23 2 13 16 16 

6% 4% Parker Or! 26 888 5% 5% 5% 


38% 28% PaikarHan 0S8 £3 201081 28% 27% 28% +1 

3$ 3% Patrick Pt 4 158 3% 2% 2% 

10% 0% PatrW Pr a OSO BS 1M 10% 10 10 -% 

3% 1 PatUn Crp 32 177 3 % 3% 3% 

27% MtaMOMr* OSO 4.4 )8 218 18% 18% 18% -% 

84 BBPannPrtS 4SQ 7S 3 80 80 80 -1% 

107% 100% PannPwA.7 BM 86 2 108 108 106 

105% OBPamPwS 100 7S 3 105 NU 103 -1 

76% 50% Penney £64 33 153820 u7B 74% 75% +% 

28% 24Pannayl Pa ISO 80131217 28% 26% 28% +% 

57% 43% PsnnzOtf £00 6^3 282 65% 55% -33$ 


as 


17% 13% Manpower 


dS 5 
4% 4% -% 

5% 0% 

5% 0% -% 


B01 AS 990 09. Db ■ flk LOfflr LOU, 1.30 0,0 TZ no #J<k a,'* 23 + 

102 rn 6$ «$ 8% ♦% »% Camr Main 1S6 10 11 108 22% 22% 22% 

« " ss ' 4 ,0 ii si S i|sw |s ss s g a as 


2 % Hilts Dap, 

■53% 30% Htorn HU 


0 218 t 
ISO 2S 181429 431 


U 8% Head (mi 0.60123 43 31 6% «% 

10$ 7% ManvHIa IB SO 8$ 8% 

20$ 18% M Villa Pt 116 20 % 20% 

63% 63% Mapoo Inc ISO IS 13 810 68% 56% 

% A Marcada 0 402 * dX 

39 2S% Uadm Her ■ ISO 42 01838 23% .23% 

4$ 2% Martrana 1.1548S10 88 2% 2% 

15% 11% Mart IV * 109 17 12 258 12$ 12% 


20 % 20 % 
«% 86% 


14% +% 

6 % -% 
8 $ +% 


a -a 

2 % 2 


"1 ‘1? 
7% 7% 

21 % 22 % 


78% SB HUcMADR 0.88 1 J211 67 50% 60 

16% 15% HMD Amar 390 17% 19% 

G 2% Hdftam Ino 4 2 2$ 2$ 

^ 57$ 30% Homa Depot 0.12 12680897 67% 68% 

, 8$ 4$ Homa Shop 153683 6 % 8% 

7? 19% 10$ Hontoataka 120 IS 311999 12% 12% 


36 26% Endwa ADR 102 3.1 7 210 29% 29% 29* 
16% 15EflargHCo 1S4 17 14 29 19% 19% 18V 


23 ,S% 10% M% 


31% 22 ArcnarOan 0.10 04174294 z7% 36 

47% 38% Arc Chaml £50 11 21 309 41% 40 
12% 6$ Arkla 006 383004383 8% 7 

* 3S0 019 73 34 “ 


12% 6$ Arkla 006 38300*383 8% 7$ 9 

40% 20% ArMa PI 330 89 73 34$ 33% 33% 

46% 32% ArmcO 4.BP 460 110 12 40 39% 40 

7% 4% Armed Ire HKD# 6$ 5% 6% 

29 1BAnnco£lP 2.10104 *100 20% 20% 20% 
37% 31% Armstrong 120 4.3 24 931 27 % 27% 27% 
35 25 Arrw El PI 104 5.9 7 32% 32% 33 

29 14% Arrow EtoC 171231 27 % 29% 27% 

11% 4% Artra Orp 1 20 5$ 5$ 5$ 

29$ 20% Arvto tod 0.68 £7 17 354 25% 25% 25% 

31 * 10% Asnrco toe 168 04 081091 34 33 % 88$ 

39 23% Ashld Coal 140 IS 13 99 27% £7 27% 


34% 29% Carer Vnw 106 BS 11 38 32% 32% 32% 
30 24% CamrSSW ,04 8.5 1*1130 29% 27$ 28% 

+S 39% 27% Cantary TT 044 1023 873 38% 34$ 35 

Z Z 10% !3%CaridUn 9 733 16% 15% 15% 

_% 30% 23%ChampiM * 120 19 55 793 24$ 24% 24$ 


S 8% 7$ 8 -% 30% 23% Champion * 120 1185 783 8*$ 24% 24$ +% 

ra 34$ 33? 33% -3 9% Chaparral 120 £1190 230 9% 9% 0% +% 

12 40 30% 40 8$ Chart Haa 13 1M 8 8 6 

M» 5$ 5% 9% +% »% OtoMM PIF 300 8.0 60 48% 48% 48% *% 

:100 20% »3 a% “% 17% ChaaaMartl ISO 60 64821 »% 22$ 23% -% 


104 1714 38 19% 19% 18% ~% 7S$ gn% 
1«0 IS 23 800 u32$ 33% 32% +% ^ 

0.54 30 12 96 16 IS 16 I 22% 16% 


. ,% Hamper Utg 16033023 61 2 _ „ „ . 

»S _* >■■! aid 19 21 103 21 % 21% 21% +%- 89% 61$ UayOapl 5 1.68 £4 ,06718 88 

75$ 80% H one y — 9 1S8 £8 92477 63% 92% 82$ +% 20% 12% Uaytn Cip OSO 30933293 14 

‘J? K-WHHh 91 ta 10% 10% M% +% MW^HWOux 1.78 4.4 12 M3 

% 14l « 2S “ i “if “'t “f* 22$ nueOatehy ojo i.*» si 

?S “dUSST™ ? 7 \ * **• 30$ 25% McOan«Z0 200 70 7 u» 

1$ HHOMInv 0 12 1 1 1 31 27% McOanM2S 200 19 1100 29 

2-12 3S5 15 iri% 9% McDQn tnv iao 20 s 10 w 

28 9% House Fab 048 40 9Z77S 10% 9% 10$ +% 47% 39% ifcOon Carp 040 00 175069 43 

27$ 24%HNMIfflX £38 90 10 28$ 38% 25% -% gg% SSAtaGrewHIl £24 1718 513 90 

18 7%HmMl, 118 1.1 7 8 M 13$ 14 4% "2 30% uSt***on 100 4 0 40 441 

9% 6$ Hadra Fdl < 112 1028 8 8% 8% 8% *1% M% JSredC^ I.® £7 86 572 37 

04% ISH&fCarp 030 20 13 371 IS ,4% >5 +$ 25 16% Maaaunax 044 £7233 584 ,6 

18% 10% KuglNS Sup 112 1932 44 13% 13 13% -% W 18$ MdCmaAm 3863 23 

29% 19% Humana Inc 190 4.1 101248 22% 22% 22% -% 31 l a% Madltnot £46 18 15 323 29 

W . , S 52S2? 0 " fj? H 11 25 „P „.P ii* 90$ ,0% Madsaa Op 140 £620 80 17 


8$ 33% ChasaM PIF 300 80 60 48% 48% 48% 

0% 17% ChaaaManh ISO 60 64821 23% 22$ 23% 

10 2%Ch*uaa B 42 31 6% 5% 6% 

S, 42% Cham Eft Pt 3.70 7.6 6 60 40$ 40$ 

1% 8$ Cham Bfc C 062 70 0 433 11% 11% 11% 

1% 44% ChamBkAd] 446 18 23 50% 50% 80% 

2$ sJChamad. £00 7.719 90 29 $ 28% 26$ 

*% 21$ Cham Bkp 100 30 68265 34% 33$ 34% 

iij 23% ,6% ChtmWmx 000 1.1 28 BIB 10% 19$ 18$ 


I AaMnd 011 1.00 IB 13 BB4 2fl% 25$ »% +% 
lAataPtcF 18213.0 378 14% 13$ 14 


14$ 9% Asaat tavr 
35 18% Ass M 0 *j t 112 04 
18% 12% ABUona 1.00 7 9 
299 $ 235% AO Rtch 2 £80 10 


1M220 7 420 7% 6% 7% +% 

112 04 38 6 2B$ 28$ 29$ 

1.00 7 9 14 35 12$ 12% 12$ -% 


29% 19% CtesapaalM 172 3425 257 2120% 21 

79% 60% Chevron 130 4SZ83387 75% 73 73% 

181 134 Chic MlWk 12.78 16 9 3 149% 149% 149$ 

100 rachkiMin 100 10 2 gs% 99% 99% 

41 24 Chile Fund 4.4216.1 147 29% '26$ 29% 


S 30% Aoma Gas 206 5015 344 38 35$ 35$ 

4% Alima 60s 140 90 10 3 6 5 6 

24% 19% AM: Ear 1 1S2 89 10 170 22% 22 22% 

121$ 99% AO Ricn 150 40 321191 119% 119$ 119% 
7 3% Adas 3 21 4% 4% 4% 

23% ,9 Abnos Enpy ,04 £8,5 8 22% 22% 22% 
13$ 9% AUwds ADR 152 £4 13 238 9% 9% 9% 

10% 4$ AudloMd 14 97 7% 7 7 

13% 9% Augai 040 37 9 182 11% 10$ 10$ 
10% 7 Atinrla Fd 113 10 39 7$ 7% 7% 

40 38$ Autom Data 046 1 0 25 B90 48 47% 47% 

4% 2 Avalon Egy 2 30 3$ 3$ 3$ 

28 22$ AvalWSJ 140 1029 4T 24$ 24% 24% 

31% 23% Avnat Inc OSO £0211066 30% 30% 30% 

59 1 44 Awn Phid* 1.66 20282656 67% SB$ 67% 

26$ 13 Aydln Corp 7 166 14$ M% 14$ 


2283$ 283$ 2B3T 


116$ 119% 

4% 4% 

22 % 22 % 


100 78 Chic Ml H 100 60 3 99% 99% 99% -% ft? “7 ZZgJfZ, 

41 24 Chile Fund 4.4216.1 147 29% '26$ 29% +% J5J 

40% ,6%ChiquBa B 168 402016076 16%d16% 16% -$ X. ? i53? ,or 

8jU 54] Chock Fun 17 123 7% 7% T% +% **** M $ E”*" 

28% 84% Chris Grot ,1 33 39$ 36$ 3B% +% 

84% 27 Qirtattana 32 29 33 32$ 32% +% 

27 11%Chfytoar 160 20 63 UW 26% 26$ 25$ -$ 

S 62%CMPQspX 1.50 10131100 85% 84 83 -% a 1% FAI Inaur 

47% Cigna Coro 104 60 92665 61 % 60% 60$ — % 50$ 43 U FMC Con 


32% -$ 32% 20$ Engelhard 160 IS 83 900 u»$ 33% 33$ 

mZ 71% M$Eimta Buan 164 30t2 96 16 IS 16 

35 -% 9313,6$ Enron 100 9W0 30 *100 330 330 330 

1*4 49% 30% Enron Crp 140 £918 899 48$ 48% 49% 

»$ +% 33$ 19% Enron OHO 120 0030 109 31$ 31% 31% 

0% +% 30 43EmchAJ E 193 70 4 49% 40% SO 

a ’ 04 77EnachAJPE 7.05 7.7 3 03 01 h 01% 

48% +% ” 1 »$ Enaench CO 190 10906 284 16% 16% 18% 

Z2 9 6% Emorah Ex 030 30 W, 3 uB% 8% 8 

B% -2 >4$ 26% Ertorgy Co 140 4.4 11 971,131$ 31% 31$ 

22% 14$ Ertarre Co IB 154 21% 30% 20% 

11% -% 42% 8%EQK Green 1.101£4B8 62 9$ 8$ 9$ 

eq5 ^ 2$ 1% EOK Haaky 110 4.0 1 103 2% 2% 2% 

26$ +% 1®% 44% Equttax 163 30 19 499 19$ 19% 19% 

S% +2 28% 7Equhnk2Sl £3, 90 4 ZB 23 23 

51 7 1.71 EqUmfc lie £4 10 286 6$ 6% 8% 

21 +% 3 ZEqtotfOEx 18025.0 6 65 2% d3 2 

n il -2 50 38% EquItaMa 102 3316 73 40% 48% 48% 

2$ 17% 7% Eatartlna 11 68 9% 9 9% 

ogS 20$ 23$ Etoyl Corp 180 £0 M 496 27% 27 37$ 

52 +2 13% 10$ Europe W 1,74 140 98 12% 12 12 


ic t +$ 2% Martrana 1.1649010 96 2% 2% 2% 

-?!* It I? I? 16% 11% Mart IV* 108 1712 266 12$ 12$ 13$ 

Ii? S? Ill* 18$ U% Marrioo 126 14 252349 ulB$ 10% 19$ +% 

40$ 40% 40% *h 03% 71 % Marah&McL £70 1021 792 01 00% 00% -% 

A 42% 25% Uarahafl 19 152 41 40% 40% -1% 

*2% -$ 59$ 49$ M Mariana 1.88 10 8 667 57$ 66% 86$ -% 

39$ 23 Ma«C0 Corp 194 2S411B13 35$ 25% 25% -% 

y Vf ®$ 7$ MxamuPl 180,00 38 8% 7$ 0 

2$ 29% 25% MaiwnutCp 200104 7 06 37% 27 27 -$ 

-% 119% 88% MatmMax 175 0030 8 33% 91 03% +1% 

A? ., a$ 10% Mattel Inc 100 16 163916 29% 34$ 26% +$ 

12$ +% *5% 93$ Maxua Pf 4 400 00 Z6u*5% 44$ 44$ -% 

2 8% 0% Mania En 040 13 62698 7% 7$ 7% +% 

21$ *\ 99% 61% Ha, Dipl S 1.06 £4109718 69% 66 69%. -$ 

“$ ti* 2Q% 12% Maytag Crp 160 18 633293 14% 13$ 14 +% 

M% +% 44 36% HMACorp* 1.79 4.4 12 143 40 39% 40 +% 

“$ ?}• 22$ l7McCtoKhy 033 1.310 31 » 10h ,2% -%, 

* +% 30$ 25% McOarmiZ0 £20 70 7u30$ 30% »% +%' 

J 31 27% McOanMLB 200 18 1100 29% 29% 23% +% 


9 % 9 % 

12% 12$ +% 
>$ 2 
21% 21% +% 
62% 82% +% 
10 % 10 % +% 
20% 20% -% 
7$ 8 +% 


19$ 

21 +% 


.. 67% 42% PtoiittOtf £00 64 2B 252 56% 65$ -33$ 

t? 81% 24% PsmteErr 1.79 67 14 239 31% 31 31% +% 

+$ 26% 13% Psp BoyaM 0.14 00321866 u26% 26 20% -% 

+$ 40% 30% Pepeko 002 10 238671 40% 30% 38% -% 

38 22% ParWn Elm 068 20 17 430 30% 30% 30% 

21% 19$Pirtai(toi 100 7011 IS 17% 17% 17% -% 
** 6% 3$ Panto, B»x 148 0012 201 u6% 6 6 

. . 11% 7% Perry Drug 10 103 8% B B% 

+ j* 23$ 14% Pat WB x 008 10171489 17% 1B$ 17% +% 

77 20% MPMftalSTS 1.8B 11 14 10% 10% 10% 

+ $ 2B 24% Pafftoa £16 70 40 S 27% 27% 27% +% 

« 26% 19$ Patna Ski 000 0.0 BS 315 22% 22% 22% +% 

67 65% POzar 1.48 £0307268 74% 71$ 72% -1% 

S3 aspoeomoad 13S 37 93638 45$ 44$ 44$ -I 

+$ 67 60$ PIUIE40 x 400 70 2 56% 86% 56% 

66% 82% PNIE4.4 x 440 7.8 *100 67% 67$ 67$ 

107 68% PMIE7.79 X 7.7S 7.9 *100 97 07 07% +% 

7 108 07% PhUElTB x 176 85 T100 106 KB 103 

77 18% 13$ PMMubbn 104 14 13 61 u16% 18% 18% 

' 1 ? 28$ 22$ PNtod Ba 100 1014,834 26$ 25$ 26$ 

-7 86% 70% PMpMorrH £50 30 1966017 77 74 74% -2$ 

-% 28$ 22 Phillips P 1.12 44BZ3732 26$ 24$ 25% +1 

. 27$ 1<% PMIlfpa V IIS 00 22 613 27 25$ 28$ -% 

77 25% 17% PHLcorp 8*100 26 25 26 - 

1? 30% 30$ PiadaortM • 1.84 4.713 39 38$ 38% 36$ -% 

*z 12 6% pier 1 Imp 006 00 M1937 0$ 0% 9% +% 

7> « 0$ Pilgrim m 030 7.4 39 10$ 10% 10$ +% 

f 7 8 OPHgrims P 0.08 1.1 6 25 6 % 5% 5% 

77 20% 18$ nranda W 61638 20% 20 26 , -% 

ft 23 18% Pfan £126 £13134 tO 16$ 16$ 15$ +% 

**4 9% 3$ Pioneer Fn £13630 5 337 4% d3$ 4 -% 

77 267 227Pkn*y£l2 * £T2 0.7 2 u207 281 387 


,, ,2 II I .» 31 27% McOarmOS 200 18 IMO 29% 

f£ 1 2»£2^& Jl 325 14l « BSMcoonmv 130 20 s 10 »% 

Jt SS 47% 38% IfcOon Corp 040 0.9179060 43% 

S5 22u *-? 78 34% MeOcn Dgl 1.40 11 5 945 48$ 45j 

90 _ 10 »$ 39% 25% -% 88% KJMcGrawrtl 204 1718 513 80% 


98% 53 McGrowHlI £24 1718 513 80% 

41$ 30% MeKaaaon 1.90 40 40 441 4Q 
41% 33% Mead Carp 1.00 £7 09 572 67% 

25 15% Msasurtx x 144 £720 584 10% IB 


2BPnnayB0to 178 20191984 38% 35$ 38% 


,9 11% pmswn C 000 2413 622 12% 12V 
12 0 Placer Dom 008 20111848 11$ 11V 

30$ 23% Platon Par 004 0024 130 28% 274 

,9 5$ Playboy B 08 3, 8% flV 

“7 SS ja **$ W% Plum Creak 130 r. 7 10 122 43% 42V 

»% »$ +% ,s< S% Pago Prod 24 004 12% llT 

_tl 33% 23% POtarold 180 1011 122 31% 301 

«i. ««. *am 75% 74V 


12% *% 
”4 ^ 
4$ -!« 


isi i 
17% 11% I 
^ 23% 10$ I 
12% 11 1 


104 19 12 18 18 18 3$ 2% KM Prop 

£88 4.8174380 82% 81$ 82% +% 23% 6% KN Pharm 


19% 14% BP toe 
3$ 2% KM Prop 


1.14 18 249 11$ 11$ 11% +% 

- I - 

120 1.1 14 911 17$ 17% 17$ 

1 84 3 % 3% 3% , 
222214 9% 8% 8$ -$ 


sissssss; i? 77 6e$poiicy m* 32 am «% 74% 

J* „? 4 225 iSSS!? 1 " nx. aa-*^ “7 J? +5 » 30 $ 21 $ PolyGram 127 1018 383 29% 25$ 

Zg 3 2 i g> UffiSfi. SS SS S 5 u »$ ra% Rope s t«i 179 1212932 m% u 

A 2 101 83% Madhtmte 158 00331822 98% 98$ 98$ -J* 4_gg 1 so Portae me 18 10 4 4 

+% 'll ’Ii aZ i ,3< * 8$ Rortagaf F 0.11 10 23 0 0 

H aaa a, “ m2 mS a53 ** «% PMW, 9W 180 2020 286 21 21 

“S S-3 -.J5 “i ”h 251* m38$Po«a*ch iso 1013 B4 *6% 45$ 


- F - 

8 1% FAI Inaur 000116 0 16 


21% IP Ttonbarl £88100 8 197 27% 26^ 
9 IRT Propty 190 70211164 11% 1 


6 4MEI Otvara 6 712 4$ 4k 

20$ 2BM«U0n BkH 200 11 06 20% 28 1 

48 83$ MeHon Bk 140 11 81322 46 4 

62 42% Matvtir* 1.48 30 15 340 60% 40V 

42% 29% Marc aura 102 14 12 108 30 29V 

68% 40$ March Inc 1.00 £4 1927100 41% (MOV 

M% 10% Mercwy Fn 002 1.928 311 14% I3l 

28% 21$ Maradto, 004 £8 « '79 24% 23V 


9% fli +$ 9% 7 Cigna HI x 0 lB01£4 373 7% 7% 7 

7 y 12 40% 33% Ctuorp In £49 13 13 931 38$ 38$ 39 


,a 7? 

% ii 


95 manOE4.75 4.75 73 2 

20$ 15% Clrm BaH 000 50 19 404 
30$ 33$ Cine Gaa £40 17 101312 
16% 10$ Ctnc Mllac 039 £4 8 188 


% 1$ Onaptox 0 2 253 

$ 28CMWCO 102 18 IS 148 29V 
* 22$ CLxirtt O x 1,2 0330 842 37V 


83% 83% 63% 
16$d1B% 16$ 
37% 37% 37% 
16% 14$ 14$ 
.2 1$ 2 


50% 43% HOC Coro 9 735 

9% 8$ FMC Gold 106 1.122 36 
% 32 Rh. Group £44 60141201 

17 16% FT Doartxi 104 70 S3 


43$ 33$ BCE 


- B - 

£00 50 9 128 35$ 34$ 


10$ Crtcorp 100 84 6<am is 
%21%CUfcp9.12 £29 90 SB 24 
78 60% CnpPQAd 100 14 31 7T 


16% 6% BET ADR 0S3 7.1 WT 64 7% 7% 7% +% 

B$ 6% Balrnco 000 11 13 621 6% 6 6%+% 

19% 17 Baker Fen, 109 80 36 17% 17% 17% 

?5% 15$ Baker Hugh 046 £0 HO 18 10 23% 22$ 23 +$ 

26% 22% Balder Be 052 10 21 43 u28$ 26% 28$ +% 

30% 28 Bad Corp 104 4,1 131103 30$ 29% 30% +1% 

6% 4% Bally IMg 6 661 4$ 4$ 4% -% 


89$ 80% OcpPOM 7.00 14 
— 22$ C&n UU A 


. 4% Bally Mtg B 681 4V. 

24$ 19$ BNUm GAE 1.44 14 15 608 22% 22% 22$ +% 

0$ 4% Bah Bntep 160 16 0 901 7% 6$ 7 +% 

00 42% Banc OM 109 £7 143738 47$ 48$ 47$ +$ 

9% 2$ BancFlrd* 15 88 9% 0 9%+$ 

30 19$ BancoSH v 103 8.0 4 140 20$ 20% 20$ -% 
,8% ,3% BancoCanlH 177 50 8 10 13$ d13$ 13$ 

62 40% BcrpHawaU 1 20 2.0 W 096 4S$ 44$ 46 +% 


22% Ctzn UU B 102 18 12 188 
16 4$atyMUnl 0.64110 2 570 
$ 0% Cfatro* St HO 1.0 J7 387 

$ 16% Clark EqiA 9 430 17% 10$ 17 

% 13$ Qtyttn Hm 21 027 96 26% 26 

$ 8$ Ctamanta Q 005 19 77 6$ 8% 8 

% 63Cla*e708 706 64 *100 89$ 69$ 90 
.j, .-% 28% CtovMCH 100 30 9 120 33$ 33$ 33 

TJ 90% 82% ClavW H 740 13 2 69$ 89$ 89 

_£ 62 30% CHrax Co 108 30 20 487 44% 43% 43 

^ 32% 1B% CU) Med 000 IS 11 22 » 10% 

+1. «$ T1%OI4I*0«W* 1.18 17 83 12% tt 

t? 9% 6% Caaonmen 105 1026 136 B 8% 6 

Tr 12% 8 Coast 6a» 040 60 6 67 7% 7% T 

T2 30 22 Coastal 140 14 421841 28% 29$ SB 

141 46$ 35% Core Cola 006 1A2BIH» 40$ 38$ 

18% 11% CoctCEn * 006 14 II 346 11$ 11% 11 

_3 18$ 13% Coour Osin 116 1.1 40 103 14 13% 13 


27 484 i«4$ 63V 
60*79 16$ 15V 
69 24$ 24V 
31 71% 70V 

19 130 Si Z7V 


1 $ 2 
29% 29% 
37% 37% 


+% 47% lOFatariCan, O.M 1010 191 
"% 40% 27% FrehlM 1 190 110 2 __ 

T? 9% 6% Fanstaal 040 4.7 49 93 6$ 

+ J» B% 4$ Farah Inc 2 38 

“% 120 7 Fays Drag x 020 20 M 80 


0 9 1j T$ 1$ 
5 725 49$ 45$ 48 

2 39 4$ 4% 4% 

41201 38 35$ 35$ 

S3 15$ 15$ 18$ 


11 % 11 $ 
30 30% 


70$ 64% FIT Coip 
29$ 24$ Idaho Pwr 
21$ 19$ Mm, Caro 
.. 28$ 21% UPV4M 221 II 4 27% 37 

30% 27 IBPto 4.7 £35 80 13 28$ 27 

, S3 47% MPw804 447 IT 12 60 ■ 

45 41$ I2PW708 179 18 3 46 < 

07 24% HI PrtOB 104 10 S 25$ 24 

. 27 21% M Pr40 £10 11 2 28 

60% 48% D PrtJM 4.12 15 3 49% 48 

28% 18% dDnoteCn x 008 10 124090 23% 22 

1% 38$ UPWARPA 100 7.7 10 39$ 

51 45$ (UPtoARPS ISO 70 8 49 <8 

Pt 19$ URn Pwr OSO 30 17 473 20$ 20 

$ 66$ ia 4S6 18 12 632 66$ 88 

88 37% BriCFtrtflx 108 £4 11 287 44$ 44 

S 2B$ toon tap * 144 1021 815 38 34 
8 ton Dei x OSO 17 20 12 6$ a 


1S4 £6121114 66% 64$ 68 -% 

108 70 16 121 25$ 28$ 28$ -% 

13 46 20 19% 20 +% 

321 81 4 27% 27$ 27$ -$ 

£35 12 13 29$ 27% 26$ 

447 IT 12 60 49 49 —$ 

178 18 3 46 44 44 -2% 

80* 10 5 25$ 24$ 25$ 

£10 11 2 20 26 28 

412 16 3 46% 48% 48% 


28$ 21$ Meredith 004 20 W 79 24$ 23$ 24% 

-L 66$ 44$ Mart U 100 20 91823 64$ 54$ 54% 

JJ 16% 0$M*rryGoRd 106 0.4 301779 11$ 11% 11% 

13$ 2% Maaa too 31182 9$ 9$ 9$ 


WWI&S 1 2^ 2014 TO 7$ 7% 7$ +% 44% 38$ UteAflPA 100 7.7 10 39$ 

It n ■”» ^ ^ M BIPWARFB ISO 70 8 40 49 

61 49 FeiPB£B75 208 19 19 60 SO 60 25% 19% URn Pwr OSO 30 17 473 20$ 20 

a 18$ Fad RKy x 1.62 64 96 108 34 23$ 23$ 101$ K3 4S6 18 12 632 66$ 88 

9$ 3$ Paddar* IW 11 9 936 5 % 6 3% +% 37% BriC Ftrtfl x 109 £4 11 287 44? 44 

38 34$ Federal Ex 191104 42$ 42$ 42$ 48$ 2S$ kxwtQrrr 144 IS 01 815 38 34 

20% M% FN Mogtri 148 20 M 678 W$ 16$ 18$ +$ ig$ g mu Dot x OSO 17 30 12 8$ 8 

71$ 66% Fad HUM, 108 20113220 87$ 87 97 -$ 19% 17% WA lnvaat iS 70 *100 17$ 17 

»2 26F«Momd x 100 3018MW a 25% 28$ +S JS$ 3 hoo U9 iS 403911139 22$ 21 


St % 

96 39 

ss m 


62 40$ BcroHawaU 1 20 2.B W 098 45$ 44$ 46 +% 

73$ 56 Bang lne» 0.60 1019 674 86 96% 69 +$ 

49$ 36$ BartcAfflriea 100 3.1 6 MSB 42% 41$ 41$ +$ 

78% « Bank Boat 5S0 7.7 10 72 72 72% +% 

26$ Tl$ Bank flosti 0.40 12 07327 22 21$ 21$ 

44% 31 a Beam P 3.20 7S 7 41% 41% 41% -% 

45$ 30 Bar* haw Y 102 3.4 10 902 44$ 44% 44% -% 


tjjl 03% 18% Federal Sg a*2 £120 408 19$ 19$ 19$ +$ zr$ 23lndMP£l& £16 12 6 28% 26% 26% 

ni? tj* 01$ 2* Ferro Corp 148 1.7161119 28 27$ 27$ “% 27% 25$ l(xft4P205 £28 IS *100 26$ 28$ 28% 

28% «$ 3 ! S? U5g£52“ aeUSS JSi 18 >n * « SS toSiSS TM 70 llOB 90$ 00% 00? 

™ “*■ 1 7$ FUtertak 12* 24 18 200 10% 0$ 10 -% m m$ todtotM, 103 IB 62 17 18$ 16$ 

”2 H'iSll S? .*,3? ti! 30 M% tod Energy 148 13 18 37 ZB% Z7$ 28% 

IS H SS £5 & ti* II$ omoon Fund aeo 03 u* _o of of 

28% 23% Pint Bk S 000 16 61307 28% 24% 


:Fltertak 

I Rngarhu, 


!3%nraTBkS 000 18 61507 28% 24% » 
7$ FIret Boat 190117 »1 9% 8$ 9 
9% FM Bos 81 1.16124 147 9$ 00$ 6 


9rst 


+& 11$ 0$ Fa, Bos St 1.16124 147 9$ 09$ 0$ 

+% 28$ 23% Flral BmdX 004 00 13 703 26 25$ 25$ 

— FHChACPB 600 70 3 77 79$ 77 

30F«ChACPC 183 70 49 47$ 47% 47$ 

% PalCHacpC 150 70 2 00% 80% 00 

23 First Chic 100 17 0,748 32$ 32% 32% 

ANtChyB 130080 0 388 1 S 1 

% First FM 102 30 10 722 38 87% 36 

$ Fa, Fd £1 40*1*0 M 91% 31 31% 


'l " 

39% 

40 -% 

si 3 

M% -$ 


38 18$ todlaGrth 183 16 
30 28% tod Energy 148 60 
ff$ SlndOn Raid 008 03 
8% 8$ todraaco 
33% atogaraoll 0.70 £2 


$ 23% Flrtt Bmd X 004 00 13 703 

9% 01$ FMChACPB 800 70 3 

$ 30 FatChACPC 183 70 48 

$ 71% PalCHacpC 150 70 2 


, 37% 23 First Chic 100 17 0,748 
“% 2$ SFHChyB 108 1360 0 388 

tN 39$ 30% First Rd 102 15 10 722 

+% 32% 26$ Fa, Fd £1 40*1*0 M 

”*» 12% 7 $ Flrat Fnl 112 1.0 89 

36$ 24$ FlM Fn M 0.10 00 171153 

+*■ 44$a%RntlntS 100 30 1S47S 


6% 6$ todraaco 1174 ?$ 7$ 

33% amgaraolt 170 20 212360 32 31$ 

27 18% Inland Bll ISO 12 41670 19% 18% 

24$ «% IntSMph 120 10 9 7 17$ 17$ 

6$ StoMIkdl M 13 3% 3$ . 

1 % IntaiogU 0 11 $ « % 

19% 13% totar Reg 108 15 4 184 18% 15% 16% -% 
23% 20% totweap 108 13 17 20% <B0% 20% -% 

0$ 3$ Intarfaks 3 867 3$ 3% 3% 7% 

100% 66 BM 4S4 70 1317241 69$ 68$ « +$ 

— _ 6 811 10% d0$ 0$ -% 


J 2% 1 Maaabi TM 0.10 70 10 MS 1% 1$ 1$ -% 
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14$ 12$ Gre Hauer 132 £214 M 14$ M$ 14$ 
+% 75$ 68$ Qen MBs 108 1521 882 68$ 87$ 87$ 

44$ 28$ Qan UM 100 40 823275 33$ M 33% 

87 59$ Gan Mb* B 5.00 82 2 60$ 80$ 8, 


27$ +% «% 

8 $ 6 
3$ +% 24% 

N$ 15$ 

31$ -% 44% 
13% +% 13$ 
U% +% 2*% 
9$ -% 26 

26% -$ 11% 


3$ Kanab Sara 


, 15$ 13% KanCyS 4ta i.OO 17 2 II 

-% 44% 29% KanaasS in 000 14 16 161 44 

+% 13% 8$ Kaalor HO I.OlBIOlfl 10% 

+% te% 16% Kuytnd x 126 1.1 64 28 22$ 

-% 26 11$ Kaufman 5Br 000 9.1 18 712 14$ 

-% 11% 6% Id Bin Ant 100164 38 0$ 

+$ 73$ 44% Kaflegg Ca 128 1026 836 72$ 72 


97 +%] 33% 29$ Kallwaod OSO 30 111008 23$ 


2 Crystal Br 108 £0 0 


23% 17% CUC IN 


44 831 22%. 21% 


11$ 9% teap Hufea 10610.7 6U 10% 10% «% 

46% 20$ Hoirmr 103 43 7 307 21* 21% 21$ 

10% • B% Kampar Ml 09611.1 203 a$ 0% 8$ +% 

9% 3$ Kampar K» 175 11 426 9% 0% 0% +% 

13% i,$ Kroger Itw 007 70 486 12d11$ 11$ 

13% ,1$ Kampir Sr 090 70 90 1l$dii$ 11$ 

38% 26 Kanmnwtal 1.I8 4.1 a* 72 25% Z7$ 28% +% 


22% +% »$ UNewhall 040 asra ia rato ra ra% 

14% is 61$ 30$N*me*MU 006 11 38 437 39$ 30$ 38$ 

43% 43% -% 63$ 36% Nwnaondtog IdO 13 S3 179 N$ 45$ 4S$ 

9$ «% +$ 35$ 21 $Nms C orps 013 0.4 1B43M 34$ 34$ 34$ 

22$ 22$ 72% 60% NMsCcyPI t £60 SI 10 86% 88% 88% 

14% 14$ -% 48% 41 NlagMSS £80 7.8 ZlOO 48 43 48 

g$ j? 20 ! i 17% NtogU 080 4 2 >21471 19% ,0% 10 

79% +% 80$ 66NltaS O0OO017 8B3 7B 77% 7T$ 

a -$ 26$ 22$ Nhwco tod 104 4013 706 25% 26% 25% 

10% 12$ 4$ NL Ind* x 120 3.7 20 118 6% 8$ 6$ 


19$ +$ 32% 25% Gan MR E 138 10225168 26 $ 26% 26% -$ 38% 98K*nnam*tal I.IB 4124 72 28% 27$ 26% 

38% +$ 29% 14% 8*a MOI H 172 30 127093 20 19$ M +% 19 IBRwQUi 1.70 90 ID 18% 18% 18% 

7$ ■ 62% 45% Qee Ml 3.7 £78 80 8 47% 47 47 +% 46$ 36$ ten McGee 1J& £7191098 41% 40$ 41$ 

2$ 27% 24% CMA PlrtUI 100 80 1S44M 28$ 20% 28$ 36$ 27% Kwycgrp » 104 30 111737 34$ 3*% 34$ 

21$ -$ ,19$ 77% QsHnltei ISO 1 8 184879u11S% 112$ 114$ +1$ 13% 10$ teyrin Con 8 83 11$ 10$ 11$ 


20% ,1$NcM*A1ff 1,8 1826 714 M% 18$ 
7% 4$ Mold Rax >1846 6$ 6$ 

67% 63$ NOrtolh 8 100 30922903 60% 69 

28% 20% Monk Hydr 147 £2 361079 21$ 21% 

7% 1$ Nortak toe £10 £0 3 63 3% 4$ 

0% 4$ NO, Fork 145 16 2 43 8% 7$ 

‘ 8$ rraastFed “ ™ “* 


145 16 2 43 8% 7$ 


22% N East UB 1.78 7.0 112413 36% 
38% H»< St Pwr £62 80 14 218 42$ 


14 218 42$ 42% 42$ 
6 It $ $ $ 


8$ -% 
18$ -% 
8% +$ 
60$ +1% 
21$ -$ 

i 

26% +% 


«; H10 a? 15 is 3 

zb 

^ - S - 

21 W$ 8 Anita Rt 108 7.417 68 18% 18% 18% +$ 

. «?' s ^ «W8 TO? i'ii 8 ■«? 

-$ 28% 10$!«T*ereo* 108 6018 42 21$ 21% 31$ 

-% 14 T2% States FUl 1.4810.610 67 1316 13$ «( +$ 

“% 8 % g *te8 rd 115 15 9 382 8% M fl J.J 

:i eiriiifiVSL* 1 » u . r £ ii 4 * 
4 % "itSSm ° 5 s l Ji 4 I s 

41$ a$ SUHfttMr x 120 0.542 82 38% ** 35 T? 
-$ 34$ a>aiNUu> ija sstanoo ao$ 90$ »$ 

80$ 68%*p»ul«* 172 SB 8 868 72$ 71% Ta% +% 
+1* a% 2$8auntCro 11 eo 7$ 7$ . 7$. +$ 
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FINANCIAL TIMES MONDAY OCTOBER 26 1992 


NYSE COMPOSITE PRICES 


Ch’ge 

taw w.n» oom Pm. in 

ttfcfaLow *01* Oh. % Ciota HJgfi UM Quote OOM High Low atock 

Continued from previous; page . 


etc A* 

VM. W Ml Oom Pm. 1903 

Oh. ft EHJOo High Low Quote Ctoaa HUh Low Stodi 


VHL H 


+% 


HCS^SaHtoMm 1.00 1.4174088 71% 09% 89% -% 

14% 13 flotation 9r Ml HU 6TO 13% 13% 13% +% 

33% 26% Sakmerfoe i (MU 1J 01»i 33% 32% 33 -% 

2flJl%£ariX»(U£ 1-44 UH 230 23% 23b 23% 4% 

4% 2% GMtaMDi » 040 U SO 323 4% 4% 4% ■*-% 

.«% ,75oTlOfc * OT8 1.7237 HI 0% 9% 9b 

30% 30% SantaFPPae 280 70 11 72 30 33% 90 

14% TO%3mteFaSfti OIO 08 1889*0 12% 12% 12% +% 
50% 43% 8in LOT 1.00 1 3 M2365u5B% 68 68 -1% 

9% 1% Savin 0 4 1% 1% 1% 

44% 38%-Seina Crop £68 6413 113 41% 41% 41% 

47% 40% sneerp £80 M 132404 43% 43% 43% 

86 49% SdtartngPr IN 28 172*37 60% SB 38 

. 70% 32% Scn'MQOr 120 10 194490 87 86% 80% 

37% M% SdKHbtC) 024 1310 652 1B% 18% 19 

10% 4%SctmHMr 61 17 6% 6% 6% 

30 18% SdwtAUn 018 0641 914 29% 28% 26% 

10% 7% Seaman 4 OW J.1177 56 9% 9% 9% 

46 34% SmOPapK 080 £2741185 M% 36% 36% -% 

17% 13% ScuddfNAaF 02 10 ZBO H% 14 14% +% 

9% 6% OwdtoM&f OM 30 375 9% B% B% 

24 T3S«a Coflbr* 000 10 9 IM 19% 13% 13% +b 

1S% 14% SaeCl062S M M 2 15% »% 15% 

31 25% Saagram Ce 058 22 IS 920 25% 25% 2S% -% 

32 21% Sugutt En 105 27 31 30% 30% -% 

28% 20% Seated Air " 23 183 24 % 23% 24% +1% 

23 12% SPX Carp 040 ID 16 343 20% 20 20% 4% 

40 37 3am Rata 2-00 48103812 41% 41% 41% 4% 

13% 11% SoHgm 841 084 87 107 12% 12% 12% +% 

31% 22% Sarwannat 030 1.1 251220 26 Z7%‘ 27% -% 

51 38% Swum A 060 1.7 34 26 35% *34% 35 

56 42% Soqui B 060 1323 12 43% 43% 43% -% 

18% 18% SarviceCpl 0.40 23 I6M72 17% 17% 17% 

29% HSarvtcwntr 1.32 4316 102 27% 77% 27% +% 

2fl% irShnrlnd 030 102S4ES1 28% 24% 29% 44% 

19% 0%Snw«U1Ht 130 02 241161 10% » 10% 

10% 8% Shotoy WU 024 33 37cm 8% 0% 8% 

59% 48% 8tw0 Tr&T 2.73 53 12 381 32% 91% 32% 

30% 28% Stwrwtn W 0.44 13 172730 29 28% 28 ‘2 

27% 16% Shonoys 181289 19% 18% 18% 

14% 8% Showboat 010 07 13 218 13% 13% 1S% 

24% 17% Siam Psc 1.12 0911 182 19% 10% 19 

24% MSfgnsJApp 3 103 15% 14% 15% 

41 % 21 % Signet Bnk 080 £.144 913 33% 37% 39 44% 

29% 14% SUttOHOr 104741 23% W 23% 4% 

12 9% Sinter UK 06 28 105 11 10% II 4% 

16% 8 Staler* 0.18 1.7 461488 9% 9% 9% 

18% 14 Skyline OKS 28 30 77 17% 17% 17% 

4% 7% SLUM* 008 1817 2 3% 3% 3% 

0% 8% SmdbCora x 020 3.1 16 203 8% 6% 6% 

10% 8% Sratal ma 14 844 9 % 9 9% 

48 35 A S a HB lH Bd im 084 21 W 29 41% 40% 40% 

42% 30% SraiihKB Eg 183 58 28*8 38% 3S% 35% 

43% 23% SmWs Fd 044 1221 78 38 35% 35% 

39 2*% Smucker 4 042 18 23 23 27% Z7% 27% 4% 

40 28% SnapOoTh US 3.7 17 1350 29% 29 £9% 

10% 8% Snyder OB 020 2.1 25 208 3% 9% 0% 

29% 18% Sotaaroe 341348 u30 29% 30 4% 

H % SoUtron 0 0 80 % % % 

44% 29% SoraH Inc £.00 48 33168* 44% 44 44% -% 

38 28% Sony 40n* 032 1.018 2* 33% 33% 33% -% 

15% 9% Sothabya 080 59 51 814 10% 10% 10% 4% 
47% 43Snnca Cap 380 89 22 46% 44% 44% 

39% 32% SouthCarSK 280 8.7 XIOO 37% 37% 37% 

23% 19% SthJanlMl 1.44 8.2 13 71 u23% 23 23% 

18 8% Southdown 0 50 03 3 194 9% 9% B% 

18% 13 SWtadCp 082 3.1 9 41 10% 18% 16% 

38 30% Swam Co 290 8.0 111816 38% 38% 36% 

33% 23% SMltAimE 188 49 13 9 32% 32% 32% 

38 28% SnahoMET x 1.78 82 13 351 34% 33% 34% 

25% 18% BouthWAM 008 0234 997 24% £4% 24% 

15% 10% SotdhMOaa 070 82 23 95 13% 13% 13% 

40 27% SauuiWEngy ON 1218 197 1>40% 38% 40% 

34% 30% touWWnPS* 220 72 13 201 30% 30% 30% 

13% 7% Spain Fund 087 42 87 8% 8% 8% 

5% 5% Spartan Cp 8 91 5% 5% 5% 

43% 80% Spring* 120 32 14 379 33% 33% 33% 

25% 20% Sprint 190 49138188 26% 24% 29% 

34% 28% SU Comm 022 12 11 18 29% 28% 29% 

13% 9% Std Uotor 022 £8 43 72 12% 11% 12% 

14 4% StandPacUt 0.12 2.0 301972 8% 6% 8 

37 £3% SM Prod 084 24 TO 143 26% 28% 28% 

37% 226tanda* 078 2.1 14 4 37 98% 38% 

41% 30% Stxohoma X 190 2.9 14 216 34% 34% 34% 

48% 32% Stantoym 122 32 IS 80* 38% 38% 38% -% 

29 £1% Starratt 099 39 IS 48 23% 22% 23 +% 

12% 10% State MuU 092 05 73 10% 10% 10% 

23% 18% ShLFaOBk 048 29 7 873 . 21 20% 21 

9% 5% StertgSerp 020 2.4 13 18 8% 0% 8% 

9% 3% StarigCham 008 19 25 157 4% 4 4% 

25% 13% StortgSwra 18 33 18% 18% 18% 

10 6.05Stifal Fin 010 19 4 21 7 8% 8% 

31 23% Sfcna&Wdb 080 29 24 70 24% 34% 24% 

32 12% Stxa COM 071 49 9 780 16% 14% 14% 

2% 1% StoiwMga 4 7 1% 1% 1% 

10 6 Storage Eq 084 9911 43 9% 9% 9% 

78 21% Slorasa To 182277 29 23% 28% 

64% 29% Strata 131778 33% 32% 33% +1% 

31% |B% StrUMWa 030 1.8 U 870 19 18% 16% +% 

39% 28% 6 hum Hgar 290 02 11 19 38% 38% 38% -% 

10 4% Suave Shoe 030 00800 1* 5 5 6 

10% 9 Sun Dt* A 1.10 105 9 100 10% 10% 10% -f% 

4% 2% Sun Ota B 013 49 2 5 2% 2% 2% 

9% 7% Bun Ensigy 072 80M8 121 8% B% 8% 

47% 31% Sundatrand 120 39 132187 38% 35 38% 

2% 1% SunaMnaPf 1.19399 9 2 2 2 

1% U SunohfnoMn 631 H % H 

42% 33% Sunburn 1.00 29 12 080 »% 39% 39% 

16 9% Sugar Food 034 3.791 8 9% dS% 9% 

.30% IBSuparlor 018 0717 879 28% 22% 23 4% 

29% 24Supatvahi 079 2710 719 28% 28% 28% 4% 

24% 18% Surg Coo 1700 2* 29% 24 4% 

15% 12% Stria* Hate 002 Ol 88 15% 16^ 16% 4% 


+% 

-% 

-% 

-% 

-% 


"% 

-% 

-% 

-% 

-% 

-% 

+% 

-% 

*% 

“% 

-% 

-% 

3 

a 

+% 

-% 


-% 

+% 

“% 

+% 


a 

*u 


28% 10 Symbol Tac 


101878 -n%- 


TJ^ 1% Byma Corp 13 5 0% ?% 9% 


_ . 18% BiraomaFBt 049 2117 14 W% 22% 22% 
54% 23% Syntax Crp 194 491114U 94% 823% 23% 
27% 20USyaeoCate 024 09 27 930 2B% 25% 29% 
15 5% Syatana Cp B 80 7% 7 7 


a 

A A 
. 3 -!■ 


4% 


8% 3% TC8Y Enter 020 4929 671 4% 4% 

28% 17% TCF Hnano 060 19 It TO 27% 2B% 38' 

9% a%K*a»!i 094 90 338 8% * 

37% 24% UK Cop A J 099 1921Z10O 29% 

B% 2% T 1 3 Utgt x 090300 3 63 3% 

25% 10% TJX Co* 048 19 232120 28% 24% 28% 

21% 1T% TOP Entarp 193 T9 12 111 20% »% 20% 

58 41 TRW tee 190 80 38 777 61 90% . 80% 

30% 18% T2 Madd 002 Ol 11BT 22% 21 

30% 10% Taiwan Fd 438 19% 19^. 

4% 2% TaDaylnd 043129 0 184 3% 3% 3% 

7% STafley PI 190150 30 6% 8% 8% 4% 

70% HHTambranda 103 2.1341032 66% 64% 84% -% 

15% 9% Tanpam 182830 Tl‘ 

31 % 22% Tandy dap 000 29 12 703 98 . 

14% 11%TwMliMl 095 80 114 12% 

41% 38 Taco Enaip 192 4016 188 40% 


% +% 
22 +% 
19 -% 


A A A 3 


12 12 % 

1% 35 Taco Entip 192 4016 188 40% 40% 40% 
22% 16% TaWronta 080 £831 708 21% 20% 21% 
1% HTateoaiCp 2 7 11 

28% 17% TaHMyna 080 40 16 444 
38% 25% TalaEapSA £08 79 55851 28% 

80 40% TOIWX Atm 048 1.03377081 49% 40% 


+% 


090 4016 444 18% 17% 16% 
»< 28% 


»% *3% Tamptfim 098 24 16 413 48 47% 47% 

25% 15 TampaCniUh 8,73 374 238 15% 16% 15% 

10% 8% TanpBOab * 0.83 0.4 lie 9 B% 8% 

»% 8%T*teaOB%x 084 99 942 9 8% 8% 

««%Tan#tea>lne 1.60 4.5 193889 38 35% 35% 

21% 19% Tappco Fte 120 9 9 IT 1B1 22% 21% 28% 

20% lOTofodyna 10 688 M% 13% 19% 

18% 6% Tam 008 0.8 2 327 8% 7% 7% 

S% 4% Tarra Irtda 10 280 4% 4% 4% 

ii i? I" 0 ' 0 ** 1 135 3% 3% 3% 

E6%5B%Tanco £J0 5J 162111 62 81% 01% 

5«% 52 Texaco C 3.75 7.1 18 53 52% 53 

25% »% Ta*M Ind 020 10 43 13 20% 19% 20% 

48% 30 Texaa Inal 07* 101012695 48% 48 48% 

23% 17 Taxaa Pac 040 2933 V 17% 17% 17% 

«% 37T«aaU« 30* 79123836 41% 40% 49% 

10% 9% Toxll PI 1.10 10 5 5 10% 10% 10% 

9% 4% Text) MC 1.10 l&O 6 64 8% 8% 6% 

3B% 33% Taatrun t.12 3.0 10 7» 3T% 37 37% 

8% 4% Thackaray 23 27 4% 4% 4% 

10% 7% Thai Cop 025 £4 794 U10% 10% 10% 

18% B% Thai Fund £72149 451 18% 17% 18% 

47% 37% ThtrmoElae 0.13 03 a 950 43% 42% 42% 

17% 13% Thiofal 040 £5 5 53 19 16% 16 

88 64% Ihcmu 8 B £24 3232 47 68% 87% 68% 

14% 8% Timnoa Ind 040 40 60 46 B dB% 9 

19% laitmonM 198 70 7 40 17% 19% 17% 

*1 n% Tidewater 9.15 07 71 895 20% a% 20% 

62% 23THtanyx 098 1.1 14 418 25% 23 25% 

S2% 45%TteMWn5.7S428 90 240 49% 40% 49% 

29% 21% TVnaWngr 098 12 167448 23% 23% 23% 

54% 48%T>mfWn110!.1Q £0 272 W% 53% 33% 

38% 28% TtmoMIrr 100 3.7 33 951 30% 29% 3% 

30% 23% Tlmkan IOD 3.9 23 *46 25% 25 2S% 

4% 2% TltanCrp 11 33 2% d2% 2% 

11% 10 Titan R 100 6.7 Sul1% 11% 11% 

5% 4 Todd Shp 2 37 4% d* 4% 

10% 6% ToUtska Co 008 90 0 228 8% 0% 8% 

29% 27% TotodE201 291103 » 27% 27% 27% 

14 7% Too Brat 26 530 0% 8% 9% 

84% 59% Tootata HI 000 0.4 28 10 W% 79% 70% 

54 36 TofCtunarfc 107 £1 14 705 52 % 51 32% 

>7% 11% Tom Carp* 008 39 8 75 13% 13% 13% 

K% 18% Toacn Carp 1 OH 30 82710 18% 017% (8% 

28% 23% TotaiSyet x 008 1.0 25 7 27 28% 28% 

41 30% Toyi R III 295290 38 35% 35% 

2% 1% Ttamnal Cr 0.18 ELI 1 32 1% d1% 1% 

3% 1 TWA 2-25 ££2250 135 1% dl I 

28 24% TianunAc < 2.07 8911 28 28% 23% 26% 

*8% 37% Tranaamar £00 4-523 973 44% 44% 44% 

51 29% Tranaatlan 094 O015 32Su6C% 49% 82 42% 

20% 9% Tranaco En an 4.0 118a 15% 15 15% 4% 

1% % Tranaco Err 1*111 

6% 5 Trnnacnt R 0 9 5% 5% 5% 

11 5% Transtech 28 111 9 B% 8% 

23% 17% Traveler* 100 7.0 IM4*M 22% 22% 22% 

IB 9% Tredegar x 024 10 IS 87 18% 16% 16% 

38% 33% TOCOM20 1 2JSQ 7.1 3 36 35 36% 

47% 38% Tribune 008 £1 a G01 46% 48% 45% 

27% 23% TriCont x 101 00 1623 24% 023% 24 

3* 26% Trinity 000 20 * 376 32% 32 32% 

26% 19% Trinova 088 8.4 3 937 a% 20 % 20 % 

*8% 26% Triton En £10 09 145820 39% 38 38% 

9% 3% Tucson El 0 998 4% 4 4% 

10% 8% Tultax Crp 020 20 261279 0 8% 8% 

8% 5% Turkish In 094 40 529 6% d5% 5% 

29% 17% Twth Cera 052 10 13 9B 28% 20% 28% -% 

23% 16% Twin Oise 0 70 4.1 37 2 17 17 17 

39% 30% Tyco Labor 038 09191285 39% 37% 39% 4<1% 

23% 12% Tyco Toys 007 00 T02888 16% 15 15% 4% 

6% 2% Tylw a 41 4% 4% 4% 

13% 11% Tyler Cb 156 99 B89ul3% 13% 13% 


-% 

-% 

+% 

-% 

3 

-% 

■*% 


- U - 

81804 121 119% 120% 

000 30 19 988 18% 17% 18% 

18 36 7% 7% 7% 

47% 29% USF&Q 4 1 4.10 90 *44% 44% 44% 

2 AUSQCorp 01290 fl % H 

33% 23% UST lr>c 080 £5 312882 32% 32% 32% 

60% 47% USX CumPf 407 89 8 50 49% 60 

7% 8% UCC Hina 422 U7% 7 7% 

22% 1B% UQI Corp 1.30 60 21 1073 u22% 21% a% 

0 45 1% dl% 1% 

3 139 3% 6% 5% 

000 1.824 834 38 27% 37% -1% 

0.12 09 18 2 25 26 25 4% 

197 2018 4 70% 70% 70% 

290 £3 IB 941 110% 110 110% 

86% 40% Union C«Bp 106 30 311447 44% 44 44% 

29% 10% Union Carb 075 50 188271 13% 13% 18% 

24% 9% Union Carp BttOO 11% 11% 11% 

108 93% UnH PI 9.00 89 S 88 88% 96% 

52 43% UnE 300 390 70 2 60 GO 50 

85 88UnE> 490 490 7.3 zfOO 63% 83% 82 


160103% UAL Corp 
a% 14 LUB Rn 
11% BbURS 


3% 1% UMmate 
8 4 % UHC kic 
42% J2UnM Inc 
26 21 UnOlret 
73% 54% Unilever 
118% 07 Unll NV 


38% 31 jji Union Elec £32 80 13 727 38% 38% »jj 


44% Union Pac 108 £7 904944 u55% 54? 




»% 13% LMionPlant ON 30 10 199 a% 19% 

20% 16% UfdonTaxaa 020 10 16 39 19% 19% 19% 

2% VUriM Hn 0 202 fi £ K 

11% 4% Untoya Crp 100110 93572 8% 8% 8% 

2% 1% Unit Corp 41 92 2% 2% 2% 

32% 22 UtdAasat x 072 2918 99 »%. 25% 2S% 

24% 19% UMDomRIy 102 50 82 EB 22% 22% 22% 

10% 8% lAdODndnd 000 29 88x100 8% 8% 8% 

54% 34% UMHttcra 001 90371217 64 53% 53% 

39% 34% UtdWimn £58 89 10 182 39% 39% 30% 

8% UtcBnduat 004 7.0 14 59 9% 9 9% 

24% auidlnvMgmr 030 1011 104 23% 22% S3~ 
11 8% UtdKgOnFnd 018 1.9 40 9% 9 

8 A UtdParkCM 12 70 % 

H>% USAlr 012 10 22777 12% 11 _ 

19 7% USFSQ 020 10131301 10% 10% 10% 

1% « US Home 42226 

62% 42% U3UFE Crp 1.72 29 81198 48% 49% 

17% 0% UBMMRioe 082 40 31 496 
54 UB Siugcl 030 
32% US Weal £12 
57 % 43 % utdTachna 
13% 13 UtdWMar 

10 6% Unhroda 

39% 26% Univ Fooda 088 £7 16 1«2 32% 32% 32% 

19 14% Unh HUi x 1.81 100 10 M 18% 18 18% 

S 1% UntvMod L 88 *1 1% d1% 1% 

10% rndver Crp 030 £3 27 230 10% dlO% 10% 

22% IMval Crp 0J0 3.1 11 935 26% 25% 26% 

a% 20% Unocal Crp 0.70 £7 822308 28% a% 28% 

45% 32 UMMI Corp 098 10 131291 u4S% 44% 48% 

45% 29% Upjohn 10 a 60 94061 30% d29 29% 

17% U8UCO 100 89 S3 40 19% »% 19% 

10 % 9% U8UFE tec 082 90 0 25 9% 9% 9% 

. 16% USX Uthn 100 801184738 17% 18% 17 

30% 22% USX 119 SU 100 39 71063 28% 25% 28% 

23% 22% Uttep 1.775 1.78 8.7 5 28% 38% 28% 

a 22% UtiliCorp 100 89 16 270 27% 27% 27% 


-% 
20 J5 


s 

a 

+h 


9% 7% vteKsmpUv 1.02 11 8 142 9% 8% 

12% 10%MnKaavlWI093 7.9 172 10% dlO% H>% 

7% 3% Vara inn 18 184 5% s% 

42 33% Vartan Aaa 038 1917 845 35% 34% 34% 

18% 12% VtrtQi 10 x 100 74 Ml 18% 17% 17% 

22% 12% Vulty Cp 3 358 21% »% 

18% u% Veataur * 1.16 70 1 41 16% 16% 15% 

71 83VlrE4PU» S.00 7.1 zlOO 70 70 70 


29% 15% Vlahay Im 
17% 9% Vista Has 
38% 34% Vhxra Inc 
72% 63% Votfahna 
6% 2% Votimtaar 
29% »% Vdn Cos 
34% 28% Ifemedn 


aessu29% a% 20% 
8 40 14% 14% 14% 
17 471 25% 24% 

1.18 £8 IB 958 01 00% 80% 

28 27 0% 8% 8% 
13 20 22% 23% 22% 
106 4038 8 34% 94% 34% 


46% SB Vulcan Mai 100 20 25 127 42% 42% 42% 


23% 13% Wifi Indus) 


- w - 

Ml 728 a% 19% 19% 


98% a% WPL Holdkl l.n 60 15 208 34% 33% 34% 


26% 18% Waban Inc 


18 B4T 21 »% 


B% 1Q% +% 


9% 

3% 

1% 


31 % 25% WBCfcentHJ ON 24 72 8 ffi% 25% 25% 

6% 3% Wxinoco 16 MO 3% 3% 3% 

39% 30% Walgreen 092 1.3 22 858 38 % 39% 39% 
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GET YOUR FT HAND DELIVERED IN 
COPENHAGEN, AARHUS AND ODENSE. 

If you work in the business centres of Copenhagen, Aarhus and Odense, we’ll deliver your daily copy 
of the FT to your office at no extra cost. CallErna Pio for details on Copenhagen 3313 4441. 
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VENEZUELA 


!u Spitt Of lost February's 
unsuccessful coup deiat and 
the dtfficuli economic reform 
programme, Venezuela's econ- 
omy conumxn lo grow ai a 
vigorous pace and foreign 
nvestmem remains strong. 

On December 1st the Financial 
Times will be publishing an 
in-depth new survey that wiD 
eumine among other topics 
the financial system, foreign 

investment opportunities, 
petroleum and petrochemicals 
and the role of Venezuela ip 

world capital markets. 

For advertising information 
call, 

Paul Mara vi glia 
Tet 071-873 3M7 
Fas 071-873 3S9S 


FT SURVEYS 


1 




* 



28 


FINANCIAL TIMES 


Monday October 26 1992 


Monda y Interview 

Voice of 

high-tech 

challenge 

George Fisher, chairman 
of Motorola, talks to 
Tony Jackson and 
Michiyo Nakamoto 


I spend a certain amount 
of my time," says Mr 
George Fisher of Moto- 
rola, “worrying about DS 
competitiveness." 

It seems a curious admission 
from the chairman of one of 
the world's great electronics 
companies, a competitor par 
excellence against the indus- 
trial might of Japan. But Mr 
Fisher has his reasons. His 
other preoccupations include 
US defence spending, the US 
infrastructure and the need for 
the US to develop certain criti- 
cal technologies. These axe ail 
matters in which Motorola has 
an Interest. Thus, what is 
good for the US is good for 
Motorola. 

And, presumably, vice versa, 
which is why Mr Fisher spends 
part of his time on Vice-Presi- 
dent Dan Quayle's Council on 
Competitiveness. This puts 
him squarely In the debate on 
the role of government in 
Industry, which in the US is 
delicate ground. In most other 
countries, industrial policy is a 
legitimate topic for discussion. 
In the US, the phrase has dis- 
tinctly Left-wing overtones. 

“Basically, I think taxpayers’ 
money is appropriately 
involved in developing pre- 
competitive technologies or the 
infrastructure. There Is a limit 
to how much taxpayers' money 
should be spent, because you 
do get into the subject of 
industrial policy, which gener- 
ally we are not favourable to." 

In Germany, he argues. 3.7 
per cent of GDP is spent on 
infrastructure. In Japan, the 
figure is about 5.6 per cent; in 
the US about 1 per cent. In the 
early 1900s, he says, the US 
was more in line with what 
Japan does today. “The US has 
to do a better job. 

“And maybe fm myopic, but 
when I look at infrastructure 
investment in computing and 
communications, that is very 
much driven by some pretty 
fundamental technology in 
semiconductors. That is a legit- 
imate concern of the country. 
Japan recognises that; Ger- 
many recognises that. And 
when we look at who we com- 
pete with in the world, it's 
largely Japan and Germany.” 

Given that Motorola's busi- 
ness is in semiconductors and 
communications, Mr Fisher 
naturally has strong views on 
this. A couple of years ago 
Michael Borkin, chairman of 
President Bush's Council of 
Economic Advisers, said he 


saw no economic difference 
between semiconductor chips 
and potato chips. "I'li argue 
that to the death," Mr Fisher 
says. “It’s insanity. You only 
believe that if you want your 
country to go down the drain. 

“It is absolutely clear in my 
mind that you have to have 
economic priorities in a coun- 
try. and that some things are 
more important than others to 
future economic growth. High- 
tech industries tend to be 
among the economic drivers, 
and we're competing with 
countries which recognise that. 

“The US doesn't have a com- 
prehensive strategy because it 
isn't popular in many seg- 
ments of the US political popu- 
lation to say that computer 
chips are more Important to 
the economic survival of the 
US than potato chips. Some- 
body has to be willing to make 
those decisions. Just who is a 
real question, and as you get 
further into industrial policy 
the more problematic file ques- 
tion becomes. But I don't think 
we’re even close to that" 

And after all, he argues, the 
US makes these decisions 
every day. “There are agricul- 
tural subsidies, there are pro- 
tectionist tariffs in the US. Peo- 
ple are making those 
judgments. They need to be 
made in an organised way, 
rather than in a de facto politi- 
cal way." 

Take the 760-odd laboratories 
which are supported by gov- 
ernment funds. “They spend 
about $20bn a year, mostly on 
defence-oriented projects. 
There need to be agreed pri- 
orities on what these laborato- 
ries spend their money on, and 
how they are allowed to inter- 
act with private industry. I 
think the government needs to 
worry a lot more about the 
transition from a military for- 
eign policy posture to an eco- 
nomic and commercial pos- 
ture." 

High on the list of priorities 
is deciding which are the criti- 
cal technologies that the US 
needs to develop. But how are 
these to be defined? 

“If I were a country, I would 
look at which industries were 
the real growth drivers. Td 
look at pharmaceuticals, high- 
tech electronics, biotechnology, 
aircraft, design tools, what- 
ever. rd then ask the experts 
in those fields what the tech- 
nologies are which are really 
fundamental to those indus- 
tries. Then Pd look across and 



T worry about US competitiveness’ 


compile a list of which technol- 
ogies are generic to many 
industries. That’s basically 
what Miti (Ministry of Interna- 
tional Trade and Industry) did 
in japan, or the US Defence 
Department, or Germany. 

“If you’ve established that 
these technologies are com- 
mon, that avoids the whole 
question of industrial policy 
and favouring one Industry 
over another. That’s why you 
don't come up with ‘Wow, let’s 
go build a high definition TV 
factory.’ " 

So what kind of technologies 
are we talking about here? 

PERSONAL FILE 

1940 Born in Anna, Illinois. 
Educated at University of 
Illinois (BS, engineering} 
and Brown University 
(MS, engineering; PhD, 
applied mathematics} 
1966 Bell Telephone Labora- 
tories, research and 
development 

1976 Joined Motorola's com- 
munications products 
division. 

1983 Appointed corporate 
vice-president 

1988 Named president and 
chief executive officer, 
Motorola Inc. 

1990 elected chairman of the 
board. 

1990 Elected chairman of US 
Council on Competitive- 
ness. 

Take flat screen displays, he 
says, as used in computers and 
other electronic hardware. “In 
fiat screens we have virtually 
no big companies except IBM, 
which is working with Toshiba 
in Japan. 

“But for reasons of national 
security and commercial com- 
petitiveness, the US - and the 
European Community, for that 
matter - should have indige- 
nous suppliers of flat screen 
displays.” It is not so many 
years, he recalls, since the 
world suffered a shortage of 
standard micro-chips. This con- 
ferred a huge advantage on 


electronics companies who 
made their own. 

Similarly, he says, “the west- 
ern world’s computer Industry 
could be put out of business as 
we evolve more and more to 
flat screen display, unless 
there is a capability in the US 
and Europe to develop Oat 
screen displays. That* s not nec- 
essarily because of any devious 
motive. The world runs out of 
capacity from time to time, and 
guess what - the people who 
have the capacity are going to 
be supplied first” 

One cannot help remarking 
that Fisher's attitudes to indus- 
trial policy must be coloured 
by the feet that whatever tech- 
nologies are picked, Motorola 
is likely to benefit Yes indeed, 
he says cheerfully. "I may have 
been bom on a farm, but I 
wasn't bom yesterday." 

But look at it this way, he 
says. “If more of the money 
that used to go on defence is 
spent on Aids research, that’s 
probably a good use of taxpay- 
ers' money. That also helps 
some pharmaceutical compa- 
nies make a lot of money, and 1 
don't feel bad about that as a 
taxpayer. Likewise, if some of 
that money is redeployed from 
heat-seeking missiles to the 
fundamentals of new display 
technology, and a company 
like Motorola benefits, £ don’t 
feel bad about that either.” 

Given that so much of the 
conversation has been about 
politics, a final question inevi- 
tably suggests itself. On the 
eve of the US presidential elec- 
tion, who does be - or Moto- 
rola - want to win? 

“I think it's mixed," he says 
cautiously. “Much of what the 
Bush administration has been 
doing has been fine. They have 
tried very hard to open mar- 
kets around the world for us, 
and Motorola has certainly 
benefited from that 

“On the other hand, Clinton 
would have the advantage of 
working with a sympathetic 
Congress. Right now, the good 
things the president would 


Justinian bows out 


J ustinian is today given 
his quietus. For more 
than 30 years this column 
- wittily dubbed by Pri- 
vate Eye as “Justinian for 
the Money" - has appeared 
weekly (more recently, fort- 
nightly) to convey to readers 
how the law works in practice, 
as opposed to the law in the 
text books. 

Its author feels that at this 
moment some reflective 
thoughts - even highly per- 
sonal ones - over three 
decades of legal journalism 
would not go amiss. 

To write about the legal sys- 
tem and the legal profession in 
the early 1960s in any daily 
national newspaper was almost 
a novelty. It was also slightly 
hazardous for any journalist 
without h legal qualification, 
let alone for a qualified lawyer. 

The legal profession posi- 
tively opposed the concept of 
openness on matters outside 
the open courtroom. To write 
without the cover of anonym- 
ity, if the author was simulta- 
neously a practising barrister, 
was an imperative. Even then 
the author was quickly 
unmasked. This author recalls 
sometime In the early 1960s 
being summoned to appear 
before that benign and great 
Lord Chief Justice, Lord Par- 
ker. Trembling for fear that 
some dreadful legal solecism 
had been committed, the 
author duly appeared. 

The mild, friendly rebuke 
was not for having perpetrated 
an error erf fact or for misun- 
derstanding the law, but for 
the fact that it was regarded as 
improper for a practising mem- 
ber of the Bar to be relating to 
the outside world what went 
on in the monastic environs of 
the Temple. 
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JUSTINIAN 

That kind of judicial review 
of Justinian's writings could 
not seriously be entertained 
today. There is now total 
acceptance that even such a 
distinguished Queen's Counsel 
as Mr David Pannick can 
deploy, with almost total impu- 
nity, his radical pen. fort- 
nightly in The Times. 

It is one of the notable fea- 
tures of a changing legal pro- 
fession, now proclai m i n g its 
openness to the scrutiny of the 
public it serves, that it can 
contemplate, even encourage, 
self-criticism in the media. 

Contrary to popular belief, 
the judges themselves have 
begun to pay attention to the 
scribblings of the legal com- 
mentators. A cuttings service 
has been available to the most 
senior judges. 

On one occasion - it was the 
contempt case against the jour- 
nalist who declined to reveal 
his source - counsel, who was 
advancing an Improbable, not 
to say impossible argument 
before the Court of Appeal for 
the contemnor, was told by the 
Master of the Rolls, Lord Don- 
aldson, that the straggling 
advocate might find a more 
valid argument from a recent 
article by Justinian. Adoption 
of Justinian’s views was, how- 


ever, no less Implausible; it 
sunk without judicial trace. 
But the Court of Appeal was 
kind enough to think that the 
article was worthy of note. 

Justinian's most notable con- 
tribution was a decade ago, at 
the time of the Falklands war. 
The FT, editorially, stood out 
from most of the nation thirst- 
ing for military engagement 
with Argentina. The line was 
that war might have to be 
countenanced, but that armed 
conflict should come about 
only after all possible means of 
negotiation had been thor- 
oughly canvassed and failed. 

Among the canvassed pro- 
posals was that the govern- 
ment should accept UN trust- 
eeship of the Falklands. 
Justinian simultaneously out- 
lined in detail the notion of 
trusteeship under UN auspices. 
Britain would continue to 
administer the territory, but 
the trusteeship government 
would be written in terms 
which acknowledged Argen- 
tina's interests. Jnstinian 
wrote: “Implicit in trusteeship 
is the idea at some stage the 
islands might, for strictly geo- 
graphical reasons, become part 
of the Republic of Argentina." 

H Justinian’s contribution to 
the debate did not commend 
itself to the government, the 
idea was fostered by a number 
of leading politicians. It was 
the nearest- Justinian ever 
came to influencing the 
authorities. Other writings 
attracted no more than passing 
interest; gaining approval or 
incurring displeasure. If it was 
the latter, few disgruntled 
readers delivered a public or 
private rebuke. (Justinian 
acknowledges gratefully the 
forebearance of his readers.) 
Justinian's influence was 


more in the area of journalistic 
imitation. At the beginning of 
the 1960s there was only the 
faintest recognition by Fleet 
Street of the need of a legal 
correspondent Indeed, Justi- 
nian was the nom de phone to r 
the emerging legal correspon- 
dent of The Guardian and The 
Observer. 

Today, all the broadsheet 
newspapers cany weekly law 
pages - no doubt generated by 
the advertising world - and 
regular stories and feature 
articles on the law and the 
legal profession. The recent 
reforms of the profession, 
which were openly fought over 
between the judiciary and the 
Lord Chancellor, provided 
newsworthy (even exciting) 
copy for serious readers. 
Today, the law occupies a dis- 
crete segment of the daily fere 
for readers of the serious 
organs of the media. As Justi- 
nian bows out, he can claim to 
have been the precursor, but 
not the spawner of contempo- 
rary legal journalism. 

Perhaps Justinian may 
indulge in one piece of immod- 
esty. David Kynaston wrote in 
his 1988 centenary history of 
the FT that for more than a 
quarter of a century the paper 
had been provided “with a 
legal commentary, not only on 
nutters of commercial law, of 
the very highest calibre”. If 
that was a sound assessment, 
it would need some qualifica- 
tion In the light of today’s rival 
legal commentators, to whom 
Justinian is sensibly bidding 
farewell The competition la 
now too fierce for the comfort 
of a commentator with 30 
years’ experience on legal 
affairs. 

Louis Btom-Cooper QC 


want to do are stopped by Con- 
gress, and the good things Con- 
gress would want to do are 
stopped by veto.” 

What good things does he 
have in mind? “We were 
talking about some of them 
earlier. Right now, the current 
in the administration is much 
more towards letting market 
forces prevail: let’s not inter- 
fere; government will only 
screw it up.’ Way over on the 
other side Is government 
involvement in virtually every- 
thing, social or industrial- But 
what you see in this election is 
interesting. Clinton has some 
advisers way over at that 
extreme, but he himself is 
much closer to the middle. 
Bush is coming closer to the 
middle, but he’s got some 
advisers way over at the other 
ex t reme. 

“The healthy thing is those 
guys understand the need for 
the Republicans to come more 
to the middle socially and the 
Democrats to come more to the 
middle economically. So either 
Bush or Clinton will be fine. 
I'm going to vote for Bush, 
probably, but I'm not pessimis- 
tic either way." 


Long wave 
interference 


The Long Wave is the feast 
understood and most important 
(cycle)... but it maces so slowly 
that the motion is imperceptible 
to the human eye. Yet tike the 
glaciers, it can have the most 
devastating effect on the coun- 
tryside - 

Professor John Sterman, 
Massachusetts Institute of 
Technology. 






E 


very body seems to 
be talking about 
“long waves" - the 
50-60 year economic 
cycles that Kondra- 
tieff, the Russian economist, 
first claimed to have identified 
in the 1920s. A fortnight ago, 1 
was discussing the US outlook 
with Mr Charles Venus, an eco- 
nomic consultant in Little 
Rock, Arkansas. He pointed to 
low interest rates and gave the 
usual textbook arguments for a 
solidUS recovery over the next 
few years. But then he sur- 
prised me by raising a horrible 
doubt Might not the US - 
indeed the entire global econ- 
omy - be caught in a Kondra- 
tififf down wave? 

This is precisely what is hap- 
pening, according to a paper* 
presented to a recent Bank 
Credit Analyst conference in 
New York by Mr John Ster- 
man, a long wave theorist at 
MIT’s Sloan School of Manage- 
ment The economy is hard to 
understand, he believes, 
because four things are hap- 
pening at once. 

Over the longest time span, 
technical change and popula- 
tion growth result in steady 
economic growth - about 36 
per cent a year since 1800 in 
the US. Long waves represent 
very slow, very powerful fluc- 
tuations about this trend, last- 
ing some 50-60 years. Superim- 
posed an each long wave are 
numerous short-term business 
cycles, lasting on average 
about five years. Finally, there 
is “random noise", reflected in 
arbitrary variations in the 
growth rate from quarter to 
quarter. 

Most academics refuse to 
believe in long waves. Joseph 
Schumpeter, the Austrian ana- 
lyst of capitalism, was an 
exception. In his book Business 
Cycles (1939), he identified 
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three long cycles, the first 
beginning with the birth of 
modern capitalism in the 1780s, 
the second in the 1840s, and 
the third at the end of the 19th 
century. Lengthy economic 
downturns - including the 
Great Depression of the early 
1930s - occurred roughly on 
cue in the second “down- 
swing” phase of each cycle. In 
the 1940s, Schumpeter was one 
of only a handful of economists 
to predict strong global growth 
after the second world war, 
partly because be believed the 
powerful expansion phase of 
the fourth Kondratleff cycle 
would then be under way. 

But what could cause cycles 
of such long duration? The 
long-term dynamics of capital 
goods industries and the ten- 
dency for innovations to occur 
in clusters provides a possible 
answer. The start of an 
upswing is characterised by 
pent up consumer demand and 
a wave of Investment in new 
technologies. Motor cars, wash- 
ing machines and televisions 
helped power the post-second 
world war expansion, just as 
railways provided a boost in 
the mid- 19th century. 

But the supply of new prod- 
ucts first requires investment 
in capital goods industries, a 
process that can feed on itself 
for several decades. At some 
point, however, capital goods 
production exceeds demand, 
precipitating cuts which even- 
tually trigger the contraction 
phase of the cycle. In long 
waves, assets - such as plant, 
equipment and real estate - 
thus play an analogous role to 
inventories in short-term busi- 
ness cycles. 

There is another plausible 
reason for long waves: after 
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ACROSS 

1 Manual worker having to 
make reservation (4-4) 

5 Clubs accepting man that has 
a dip (6) 

9 Canine pair taken in by art- 
ists (8) 

10 Country headgear (6) 

12 Tenure when in shelter (5) 

13 Child every journalist wants 
arraigned (9) 

14 Receptacle for birds killed by 
young cat? (3-8) 

16 Rugby player getting gear 
right (7) 

19 Put animal to death Cor a 
sneaking look (4-3) 

21 Supplications heard to give 
delight (Q) 

23 Cat is true to form when hav- 
ing to live In the country (9) 

25 Dish often mixed with a grat- 
ing sound (5) 

26 Dined at hotel, as Is only nat- 
ural (SI 

27 Breadth In Interpretation of 
distance from the equator (8) 

28 Vegetables for the party? (6) 

29 Showing due respect for ever 
In payment (8) 


DOWN 

1 Thus perhaps the French get 
a move on (6) 

2 Telling about arrival In coun- 
try (9) 

3 Spree at some dub in Ger- 
many (5) 

4 Unlocking opportunity (7) 

6 Girl finds church in minor 
road in snowfall (9) 

7 Scrub resembling man in bat- 
tered hat (5) 

8 Kind of tree used as a basis of 
measurement (8) 

II Notice rising peaks (4) 

15 Mind about entering club for 
a game (9} 

17 Lick of energy malting girl 
turn In diet perhaps (9) 

18 Scorching along with the 
house cleaning? (8) 

20 Tackle some strange art 
form8(4) 

21 Clergyman about to take col- 
lection tray round (7) 

22 Most ancient portion of Nuf- 
field establishment (6) 

24 One out of five showing dis- 
cernment (5} 

25 The appearance of men it is 
said (5) 


The solution to last Saturday's prize puzzle will be published 
with names of winners on Saturday November 7. 
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50-60 years the people whose 
mfatfliran expectations shaped 
one cycle will be dead or very - - 
old and thus unable to influ- : 
ence their successors. Put - 
another way, you are unlikely 
to repeat the mistakes of your 
parents, but yon .may easily 
fell into the same traps as your f 
grandparents. The speculative 
excesses of the 1980s, for exam- 
ple, could not have occurred in 
the 1950s because too many 
people then vividly remem- 
bered the 1930s. In the 1950s in 
the US it was difficult to bor- 
row against the security of a 
house, because real estate was 
stDl seen as a highly illiquid 
asset of uncertain value. 

I remain agnostic about long 
waves. But if they exist, where 
are we now? According to Mr 
Sterman, the current long 
cycle peaked in the early 19706 
when excess demand began to 
emerge in heavy capital goods 
industries such as steel We 
have been in the downswing 
phase ever since; this is why 
growth has tended to be below 
the long-term average of 3.5 
per cent and why short-term 
recessions have been more 
severe than in the Immediate 
post-war decades. The final 
phase of a long wave is charac- 
terised by a trough in which 
the economy moves sideways 
In preparation for a new Kon- 
dratieff upswing. 

If the trough began with the 
1990-91 recession, might an 
expansion soon begin? It is pos- 
sible, but not probable. None of 
the relevant leading indicators 
- such as the rate of capacity 
utilisation in capital goods 
industries - point to an early 
upturn. Most economies still 
seem burdened by the excesses 
of the last cycle. There is not 
yet a sense either of pent-up 71 
demand from consumers or of 
an imminent wave of Invest- 
ment in new technologies. But 
long wave theory suggests 
most of the downswing is 
behind us. By the late 1990s, 
the mostly myopic economics 
profession may be amazed by . 
the strength of the global 
recovery. 

* BCA Publications 3463 Peel 
Street. Montreal, Quebec, Can- 
ada. H3A 1W7. 
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□ Signs that the economy 
has run out of steam: 
seepage^ 

SECTION III 


I T WAS ALWAYS clear that 
German unification would 
be a painful process, but 
quite how. traumatic and pro- 
longed that .pain may . prove to 
be is only nosr emerging 
The euphoria of unification 
two years ago blinded many, 
including Chancellor Helmut 
Kohl, to the real kale of the 
adjustment needed in trans- 
forming an unreconstructed 
Communist economy and soci- 
ety into a capitalist one. 

The threat of economic reces- 
sion in the west has opened 
many eyes to the real costs of 
subsidising the east, in a soci- 
ety where problems in the past 
have been dealt with simply by 
throwing more money at them. 

The lack of compatible struc- 
tures in the former East Ger- 
many - administrative, com- 
mercial and social - capable 
of supporting the western-style 
social market economy has 
meant that everything has had 
to be built up virtually from 
scratch. In the meantime, all 
the old structures have col- 
lapsed. - 

After two years of insisting 
that unification could be 
accomplished relatively pain- 
lessly, that it could be imple- 
mented quite swiftly in the 
east, and at the same time 
without significant tax 
increases in the west, Ur Kohl 
has started to prepare his peo- 
ple for a much longer hauL 
“We know today better than 
we knew two years ago that 
this truly secular, unique 
event brings with it huge prob- 
lems, more than many - 
including myself - had expec- 
ted," the Chancellor told the 
German Bundestag in last 
month’s budget debate. 

Senior government officials 
estimate that it could go on 
costing west Germany up to 
DMlSObn a year in net trans- 
fers to the east for the next 
decade. 

Officials also recognise that 
it cannot go on indefinitely 
being financed from the capital 
markets, but must mean both 
strenuous budget savings in 
the west, and almost certainly 
new tax increases. 

Any weaker economy than 
the west German one could not 
even begin to contemplate the 
sort of financial transfers 
already carried out in the two 
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□ Carmakers under pressure 
as sales stagnate at home 
and abroad: see page 8 
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In reflective mood: Chancellor Helmut Kohl. Also pictured, left, the Reichstag building in Berlin, which will once again house the parliament for aH of Germany; and, right, Berlin traffic passes through the Brandenburg Gate 

The national euphoria is over n 
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As Germany’s economy slows down, the real cost of unification and the subsidising of east • . r- PA 

Germany is becoming painfully clear, reports Quentin Peel lT°^! couU ° ok ; > P 7 


years since unification. A quite 
extraordinary effort of recon- 
struction is already under way, 
involving every aspect of the 
physical infrastructure of the 
former Communist state. The 
problem is that at the same 
time, east German industry 
has collapsed, and shows very 
little sign of sustained recov- 
ery. 

If the western economy was 
growing fast, the cost of rant 
German subsidies might 
appear more man«gnahi« - But 
the artificial boost which fol- 
lowed unifica tion is over, and 
there has been no revival in 
file international economy to 
give an export-led boost in the 
west 

All forecasts for economic 
growth this year and next are 
being revised downwards. The 
result is that depression in the 
east is reinforced by gathering 
fear of recession in the west 


and the mood in the nation as 
a whole is increasingly gloomy. 

To compound the economic 
stress, the country Is now fac- 
ing an unprecedented influx of 
would-be immigrants, above all 
from eastern and southern 
Europe. 

They claim asylum, under 
Germany's liberal asylum 
laws, hut they are in reality 
economic refugees from the 
collapse of the Soviet empire. 
Numbers could reach as many 
as 500,000 this year. They are 
also an easy target for a mind- 
less minority of German 
youths, alienated in the east by 
the collapse of their system 
and their job prospects, and in 
the west by the very material- 
ism of a successful capitalist 
culture. 

The skinheads responsible 
for attacking asylum-seekers 
hostels are scarcely thinking 
neo-Nazis, but they have cre- 


ated a climate of fear at the 
possible revival of right-wing 
extremism, both within Ger- 
many and abroad. 

The opinion , polls show a 
slow but steady increase in 
support for the parties of the 
for right, led by the Republi- 
cans, who would gain more 
than the minimum five per 
cent necessary for seats in the 
Bundestag, if there were elec- 
tions tomorrow. It is a prospect 
which has the large parties rat- 
tled. 


A T the sam e time the 
whole country is suffer- 
ing - like the rest of 
western Europe - from a gen- 
eral disaffection with the politi- 
cal estehliahmeu * 

There is a mistrust of politi- 
cians, reflected in consistently 
low rating s in all the opinion 
polls, with Chancellor Kohl 
coming out frequently bottom. 


It is a moment which seems 
to cry out for clear leadership, 
yet that Is precisely file sort of 
leadership which does not suit 
M r Kohl He is the niHmato 
politician of consensus, the 
master of prevarication, who 
blurs his own position on every 
issue until the outline of a pos- 
sible compromise emerges 
from the ongoing debate. 

It is a form of leadership 
which has suited Germany in 
the good times , but it could 
prove a liability now that hard 
choices have to be made on 
spending priorities. 

That is not entirely fair. Mr 
Kohl has given a lead on one 
issue, and tha t is his passion- 
ate and very personal commit- 
ment to European union - to 
an ever more closely integrated 
European Community. It is the 
one theme on which he has 
sought to rally his people, yet, 
ironically, it is one issue on 


which they appear to be get- 
ting doubtful themselves. 

There is still a majority in 
the polls in favour of the Maas- 
tricht treaty on European 
union, and there is an over- 
whelming majority in parlia- 
ment in fevour of ratification, 
but on file specific question of 
whether a single European cur- 
rency should replace the Deut- 
sche Mark, there is a very dear 
majority against 

Even the German business 
community shares some of the 
growing scepticism about the 
value of the European Commu- 
nity and its sing ia market to 
the German economy. 

The Chancellor has now put 
his faith In a new hope: a “soli- 
darity pact” to persuade the 
business sector, trade nninns, 
the opposition Social Demo-. 
crats and file 16 federal states 
to back the government in a 

deal to help ftnannw the COStS 


of unification, it is supposed to 
he negotiated by the mid of the 
year. 

There are signs that such a 
pact may be possible, if only 
because of the growing fear on 
both sides of industry that the 
recession is upon them. 

Mr Richard von Weizsdcker, 
the state president, and 
increasingly the voice of rea- 
son speaking out above the 
muddled political debate, sin- 
gled out two key challenges - 
financing German unification, 
and coping with immigration 
- as nothing less than touch- 
stones of German democracy. 
It was a sombre warning. 

And yet one of the great 
strengths of Germany’s post- 
war system has been the coun- 
try's capacity to find a consen- 
sus, and deftLSe confrontati on, ' 
The challenge of unification is 
simply the biggest challenge it 
has had to deal with so far. 
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Europe's maritime interests - "yes" to the EC initiative. 





Electronic seachan 

The EC initiated a move for a synoptic view 

superior technology will be a prime prereq- 

A research project of 

Allas Elefctronik GmbH. 

and coordinated and active pursuit of the ' 

uisite to meet the challenges ahead of us. 


European maritime interests at the dawn of 

The Vulkan Group wholeheartedly supports 


what will be the Oceanic Century. 

the Brussels initiative. It joined forces with 


Be it food, material resources, energy, climate. 

its European partners, and it organized itself for 


transport and supply, defense or anything 

the technological tasks to be accomplished. 


else, protecting and enhancing European 

Its metamorphosis from a group of presti- 


interests will be an existential matter - more 

gious shipyards to one of the most important 


so now than. ever. 

maritime technology concerns anywhere. 
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THE POLITICAL SCENE 


Main parties in trouble 


T HEY call it polidkverdrossenhdt it 
means being fed up with politicians. 
It is of course by no means an exclu- 
sively German disease. But Germany 
thinks it has got it so badly, it has 
invented a word for it 
The opinion polls suggest that all the 
major political parties are in trouble, if 
there were an election tomorrow, none of 
the obvious combinations would be able to 
form a majority government 
Chancellor Helmut Kohl's Christian 
Democratic Union (CDU), along with its 
Bavarian sister party, the Christian Social 
Union (CSU), is bumping along with sup- 
port at around 35 per cent 
The opposition Social Democrats (SPD). 
who should be profiting from their disar- 
ray, are on just about the same. The Free 
Democrats, junior partners in the ruling 
coalition, are stuck at around eight per 
cent no more than the environmentalist 
Greens. 

In local elections over the past year, the 
largest percentage belonged to those who 
did not vote at alL There is certainly a 
malaise in and with the political establish- 
ment In part it has been expressed in the 
rise of the extreme right-wing, led by the 
Republicans, who have pushed their 
national support above the five per cent 
cut-off point, which would allow them 
seats in the Bundestag at the next elec- 
tions. That is far below the sort of support 
Mr Jean-Marie Le Pen's National Front 
enjoys in France, but in Germany, any 
drift to the right Instantly arouses fears of 
a Nazi revival. 

The other expression of discontent 
showed up in the latest Berlin city elec- 
tions. where the PDS, the successors to 
East Germany’s corrupt old Communist 
party, pushed up their support to almost 
30 per emit of the poll in eastern districts: 
a clear reflection of eastern dissatisfaction 
with the other "western” parties. The CDU 
scored a miserable 14 per cent. 

As yet, It is not as serious as some of the 
more angst-ridden commentators (in Ger- 
many and abroad) would have us believe. 
It is a function both of the profound social 
and economic upheavals related to Ger- 
man unification, nnd of the mid-term b lu es 
of a parliament half-way through its elec- 
toral life. It is a reflection, too, of the often 
apparently rudderless German coalition 
system, which drifts towards consensus, 
aggravated by the style of Chancellor 
Kohl, who tends to lead from behind. 

The worry, however. Is that the chal- 
lenges of unification will put an unprece- 
dented strain on the still relatively youth- 
ful German post-war democratic system. It 
almost certainly faces Its greatest chal- 


lenge yet to rape with the divide, that has 
opened up right through the newly united 
country. 

All the polls reveal dramatically differ- 
ent priorities between the citizens of east 
and west, differences which the estab- 
lished parties are finding itextnsmely diffi- 
cult to bridge. Thus by far the most impor- 
tant issue for easterners is unemployment: 
€6 per cent say so, as against just 17 per 
cent in the west As for the wealthy west- 
erners, their greatest concern is the influx 
of foreigners and asylum-seekers - the 
top worry for almost 50 per cent, whereas 
the issue barely even figures in the east 

Mr Kohl's CDU bas suffered most from 
the disillusion in the east He won the 
unification elections largely thanks to his 
optimism that the process would be rela- 
tively swift and painless. Now he admits 
he got it wrong, but the party is paying 
the penalty. 

The SPD is paying the price for confer 
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More refugees: Bosnian woman and 
child arrive In Germany 

sion on the asylum issue, albeit an under- 
standable confusion. Whatever the public 
propaganda says, Germany has never wel- 
comed would-be immigrants. Migrant 
workers were all right, and former Ger- 
man emigrants to eastern Europe coming 
home are tolerated. 

A handful of asylum-seekers fleeing gen- 
uine political persecution was acceptable, 
but now the handful has turned to a flood 
of refugees from poverty in the east and 
south. The numbers could reach 500,000 
this year. The SPD is terribly tom between 
its moral conscience, and the political 
unpopularity of immigration at a time 
when bousing is already short, taxes have 
risen to pay for unification, and the econ- 
omy is turning down. 

The asylum issue Is probably the one 
question which has caused most chaos and 
confusion in the political establishment, 
and has certainly helped boost the for- 
tunes of the far right 

The coalition has been divided between 
the hard- line anti-immigration CSU (which 
faces the most serious right-wing throat in 
Bavaria), and the liberal FDP, which 
resisted calls for a change in the German 
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German foreign policy faces sensitive issues, says Quentin Peel 

A difficult balancing act 


constitution until the last few weeks. 

The political debate on asylum has run 
for months, if not years, inching towards a 
suitable consensus, and leaving the com- 
mon voter confused and clearly alienated. 

There have been equally interminable 
discussions on old age care (should it be 
financed by universal contributions, or 
voluntarily?), on abortion (because of the 
need to reconcile the excessively liberal 
East German law with the illiberal west- 
ern one), on state subsidies in all parts of 
the German economy, and on whether 
German soldiers should serve outside the 
Nato area (and if so, in a peace-keeping 
capacity, or also allowed to be peace-mak- 
ing?). 

Only now is the real debate coming to a 
head: how can and will Germany finance 
the costs of unification, which could mean 
transferring up to DM150bn a year to east- 
ern Germany for a decade or more? 

Even that has visibly split the ruling 
coalition in three ways, ranging from the 
eastern CDU, which would raise taxes, 
through the CSU (led by Mr Theo Waigel, 
the finance Minister), which would fudge 
the issue through a tax-free bond, to the 
FDP, which would let market forces rule 
(give or take a little interest-rate subsidy). 

No wonder the old ghost of a grand 
coalition between CDU and SPD suddenly 
crept out of the closet during the summer. 
Key confidants of the Chancellor’s, like Mr 
Wolfgang Schduble, the parliamentary 
leader, and Mr VoBcer Rfihe, the Defence 
Minister, appeared to be actively wooing 
the opposition. But the Chancellor would, 
and wlli, have none of It It would only 
encourage the drift of voters to the politi- 
cal extremes, he believes. 

Instead, he is looking for a next best 
alternative: a "solidarity pact” between 
German industry and trade unions, the 
government and opposition (including all 
the SPD-ruled Under). 

In doing so, he Is actually accepting an 
idea floated by Germany's five economic j 
Institutes, and accepted by the SPD, a year 
ago. He has let the situation deteriorate to 
a point where perhaps all sides will be 
forced to accept a compromise - like a 
real wage freeze in exchange for higher 
taxation - which might have been 
nwfrhinTrahip one year ago. 

That would be a classic Kohl manoeuvre 
to push forward the political process. The 
risk is that he may have left it too late to 
stop the disaffection of his voters, and too 
late to revive the east Goman economy in 
time for the 1994 elections - and save his 
own political neck. 

Quentin Peel 



T HE dramatic resignation of Mr Hans- 
Dietrich Genscher as German for- 
eign minister after IS years in office, 
announced last April and carried out in 
May, was more than the rad of a personal 
era. 

It symbolised a watershed in German 
foreign policy. 

Only weeks before, Mr Gerhard Stolten- 
berg was forced to quit involuntarily as 
minis ter of defence, because of a row over 
arms shipments to Turkey. 

Almost at one blow, the two longest- 
serving members of the Kohl coalition 
vanished from the scene, making way for a 
younger generation, just at the moment 
when Gennady's foreign and security pol- 
icy is nnrterg nln g a f undam ental reassess- 
ment 

Today a new team is in office in the 
German foreign ministry, headed by Mr 
Klaus Khikd as minister, matched by a 
new on the other stria of Bonn, in the 
defence ministry, headed by Mr VoQcer 
Rube. Both are energetic and ambitious 
politicians, and their new style has rapidly 
become apparent the question la whether 
It will also mean a new content to external 
policy. 

Mr Kinkel could scarcely have been 
more hand-picked for Ms job: he was a 
young cdvfl servant plucked from obscu- 
rity to head the private office of Mr Gen- 
scher back in the early 1970s, before 
becoming head of the ministry’s planning 
staff. He remained a civil servant includ- 
ing a brief as of the BND, the 
German secret service, until January, 1991, 
when he was suddenly promoted to be 
minister of justice, arid joined Mr Gen- 
seller’s party, the Free Democrats (FDP). 

A S for Mr Ruhe, he Is a politician to 
his finger-tips, and makes little 
secret of Ms ultimate ambition to 
succeed Mr Helmut Kohl as German Chan- 
cellor. He was secretary-general of the 
Christian Democrats (CDU) before Mr Stol- 
tenberg quit a|W * he was suddenly thmst 
into the Cabinet Within weeks he had 
launched a string of new initiatives, all- 
but-axed the controversial European 
Fighter Aircraft (EFA) project - much to 
British fUry — and shaken up his entire 
sleepy organisation. 

Both, therefore, have a vested interest in 
a high-profile, successful new German for- 
eign policy. Yet both have also an urgent 
need to reassure Germany’s partners that 
they are not dealing with a changed 
regime in the wake of unification, one 
which could become a re-assertive, 
heavy-handed would-be superpower. So 
their emphasis is equally on continuity. 

Mr Kinkel, in his most recent restate- 
ment of German foreign policy, deliber- 
ately used the phrase coined by Mr Gen- 
scher, his mentor, to sum it up: "The 
politics of responsibility.” 

In essence, that means that Germany 



Dr Klaus Kinkel, foreign minister 




Mr Vo Ike ROhe, defence minister 

renounces any hint of nationalism or 
power politics, grim reminders of its hege- 
mo rustic past, in favour of whole-hearted 
integration in international organisations: 
the European Community, Nato, the 
United Nations, and the Conference on 
Security and Co-operation in Europe 
(CSCE). It is a policy which has, if any- 
thing, been reinforced by the instability 
and upheavals going on in central and 
eastern Europe, after the collapse of the 
Soviet empire. 

"There is a general trend of centrifugal 
forces right across Europe." according to 
one very senior German diplomat. "Every- 
thing that had been kept together more or 
less by outside pressure Is no longer under 
that pressure. 

"At the 6ame time, it is not only a 
united Germany that is looking for a new 
place In the new order. There are many 
others who are uncertain of their place. 
Indeed, none of the major players knows 
its place. The consequence is that we have 
to foster and support every movement 
towards integration, be I t In the EC, the 
Western European Union (WEU), Nato, the 
Nato co-operation council (with eastern 
Europe), and the CSCE. 

"If we want to regain our stability, and 
we have to, we have to foster these devel- 
opments towards integration. Integration 
is our best insurance against domination.” 

Mr Kinkel puts it also in berms of exter- 


nal perceptions - “since unification, the 
world sees us with different eyes," he 
warned a recent meeting of newspaper 
publishers. “In this changed environment, 
the nwified- bigger and sovereign Germany 
must now achieve what it has twice before 
failed to do: It must find a role in the 
world which corresponds both to the 
wealth and wishes of our own population, 
and which is also acceptable to our neigh- 
bours and partners.” 

That is the difficult balancing act the 
two new Ministers are seeking to perform. 

There is no question but that the Euro- 
pean Community, and Chancellor Kohl’s 
driving ambition towards greater integra- 
tion in a European Union, remains at the 
heart of German foreign policy. 

The storm of debate over the Maastricht 
treaty, which would introduce a single 
currency, and - eventually ~ a common 
foreign and security policy - has left Gor- 
man commentators doggedly restating 
their belief: that there is "no alternative,” 

In spite of his awareness that a huge 
majority of Germans are deeply unhappy 
with the idea of giving up their hard Deut- 
sche Marie for a future European currency 
of uncertain stability, Mr Kohl is adamant 
that he will press ahead regardless. 

He would add to that another priority: 
that of “normalisation.” That means Ger- 
many taking up its responsibilities in 
international relations, put on ice ever 
since the Second World War. 

Mr ROhe has begun a policy of attrition, 
despatching military doctors to Cambodia, 
military transport planes to Bosnia-Heree- 
govina, and naval ships to the Adriatic, as 
well as military members on a CSCE mis- 
sion to Georgia, in the former Soviet 
Union. Mr Kinkel puts the theory: "We 
Germans cannot have UN membership d 
fa carfa, "he says. 

“Normalisation . . . means the Bnndes- 
wehr undertaking worldwide peace-keep- 
ing roles under the ampins of the IDT, 
and with the approval of the Bundestag. 

"We cannot expect to go on sitting in the 
spectators’ seats at the world stags.” 

Another sensitive question is whether 
Germany should apply to become a perma- 
nent member of the UN Security Council 
Mr Kinkel says: “We are not pushing our- 
selves forward, but if the question arose of 
a corresponding reform in the UN charter, 
and others like Japan, Brazil, Nigeria and 

India put in a ntawn, than we Will also 

express our wish for a permanent seat" 

Furthermore, after last summer's skin- 
head riots in Rostock and arson attacks on 
a Jewish memorial at the Sachsenhausen 
concentration camp, the foreign minister 
said Germany could squander "the chance 
of achieving normality as good Europeans 
if we allow our Image abroad to be marred 
by terrorism and hatred of foreign- 
ers... we must do everything in our 
power to bury this ghost” 

□ See also page 9: the immigration issue. 
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Although west Germany’s traditional foreign markets have signally failed to 
recover and produce the forecast autumn surge in exports, the government 
remains outwardly confident, reports Christopher Parkes 

The economy runs out 

of steam 



Car exports are being hit bard, as manufacturers struggle with 
high labour coats. New vehicle orders this year may be a third 
lower than last year; (see also industrial report on page 8). 


T HE west German econ- 
omy has run out of 
steam at precisely the 
time when it was expected to 
move up a gear and accelerate, 
taking the country into its 
tenth consecutive year of 
steady growth and carrying the 
former GDR briskly towards a 
bright new future. 

The west’s traditional for- 
eign markets have signally 
foiled to recover and produce 
the forecast autumn surge in 
exports. The east’s markets In 
the former Soviet Union, Hun- 
gary, Poland and Czechoslo- 
vakia have collapsed and show 
no sign of recovery. 

Domestic demand has 
slumped. And in September the 
spectacular appreciation of the 
D-Mark against the currencies 
of many of Germany’s key 
trading partners dealt a telling 
blow to any lingering hopes of 
a late increase in export 
orders. 

After a freak spurt of growth 
in the first quarter of this year, 
which stemmed mainly from 
the effects of fine weather on 
construction Industry output, 
the economic growth chart has 
slid back to the downwards 
trend which started in the sec- 
ond quarter of last year. 

Independent economists, 
who have steadily downgraded 
their predictions for the past 
six months, now count on over- 
all economic growth for this 
year of below 1 per cent But 
the government remains reso- 
lutely more confident; it 
expects improvements in the 
final quarter to generate 1.5 
per cent growth in gross 
national product for the full 
year. 

However, its optimism is 
based on mainly technical fac- 
tors. The last three months of 
this year include three more 
working days than in 1991, for 
example. Also. Bonn believes a 
looming one point increase in 
value added tax scheduled for 
January 1, will prompt a pre- 
Christmas boom in consumer 
markets. 

But once that is past - if 
indeed it materialises at all - 
on current indications the slide 
Is likely to continue into next 
year. 

As things stand, the volume 
of new industrial orders to the 
end of August has fallen for six 
consecutive months. Capital 
equipment manufacturers, 


which export around half their 
output, have been consistently 
worst hit. Production this year 
is expected to be 5 per cent 
down on 199L 

The depth of the troubles of 
the motor industry has become 
apparent more recently. The 
underlying effect of fading 
demand was fudged for much 
of the year as manufacturers 
raced to make up order back- 
logs. But new orders this year 
are now .expected to be as 
much as one-third lower than 
last 

In Baden-Wurttemberg, 
home state to Mercedes-Benz, 
total orders for vehicles fell 
more than 16 per cent the first 
eight months. Domestic 
demand was down 26 per cent 

The chemical industry 
expects profits to foil 30 per 
cent in the current financ ial 
year... and the story contin- 
ues across the broad sweep of 
west German industry. 

Announcements of labour 
force cuts - 20,000 at Mer- 
cedes, 12,500 at Volkswagen, 
7,500 at Deutsche Aerospace - 
have become routine news 
items as the year has prog- 
ressed. Growth in the west’s 
labour market where 3m new 
jobs have been created in the 
last nine years, has stopped. 


I 


N the east the picture is 
fogged by wildly gyrating 
economic data. But the fact 
that the government has 
reduced its economic growth 
forecasts for the region from 10 
per cent to between 3 per cent 
and 5 per cent speaks for itself. 
Although the official unem- 
ployment rate was 12 per cent 
in August only half the labour 
force in the former GDR is pro- 
ductively employed. 

The dawning realisation that 
the west is going to have to 
continue subsidising the east 
at current rates - transfers 
this year could reach DMl70bn 

- for many years to come has 
served not only further to 
darken the immediate gloom. It 
has opened up a national 
debate on how Germany is to 
manouevre its way out of the 
current situation and at the 
same time consolidate the 
foundations for future growth 
and prosperity in both sides of 
the country. 

According to the pessimists 

- denounced vigorously by 
senior officials at the Bundes- 
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bank - Germany now stands 
on the edge of recession. Hopes 
of withdrawing from the brink 
or Injecting growth into the 
economy rest almost entirely 
with the independent central 
bank in Frankfort, which con- 
trols German monetary policy. 
Hopes for a longer-term consol- 
idation lie with politicians of 
all parties, trade unions and 
employers who have commit- 
ted themselves to a so-called 
“solidarity pact” to foster and 
underwrite the unification pro- 
cess. 

For the immediate future, 
much depends on the Bundes- 
bank's interest rates policy. 
Expectations of rate reductions 
this year, which would have 
allowed European trading part- 
ners to stimulate economic 
activity and demand for Ger- 
man goods by cutting theirs, 
lay behind much of the early 


optimism which produced fore- 
casts of an autumn upswing. 
They have yet to be realised. 

The bank stresses tirelessly 
that its prime task as protector 
of the long-term stability of the 
D-Mark precludes short-term 
manouevrings to relieve cycli- 
cal economic difficulties. It will 
need to be convinced that infla- 
tion and the associated explo- 
sion in money supply growth 
are firmly under control before 
any significant relaxation can 
be expected. 

While September’s accelera- 
tion in the growth rate of the 
M3 money supply measure was 
a freak result, the underlying 
average rate of growth this 
year has been almost double 
the bank's targeted top rate of 
5.5 per cent. Although a 
marked fall is expected in 
November as the economic 
downturn deepens, the Frank- 


fort policy-makers have admit- 
ted that there is no chance of 
bringing the rate within its tar- 
get range this year. 

Meanwhile, inflation seems 
to be stuck, doggedly resisting 
the bank's efforts. A month-on- 
month prices rise pushed the 
annual rate to 3.6 per cent in 
September, and while the 
Bundesbank confidently 
expects the year’s average to 
come in below 4 per cent, it 
has also warned of further 
deterioration in January when 
the VAT increase takes effect 
After that much will depend 
on the impact of the 1993 pay 
rounds. Economists have been 
heartened by this year’s two- 
year pay deal for 4m engineer- 
ing workers which included a 3 
per cent rise next April, and 
the recent 5.4 per emit claim 
from the Volkswagen work- 
force. They are now forecasting 
a 4 per cent average award for 
1993 - compared with 6 per 
cent this year - and overall 
inflation of 3.75 per' cent 
Given that the Bundesbank 
describes 2 per cent price infla- 
tion as merely “tolerable,” 


present prospects give little 
cause for over-optimism about 
large, early cuts in interest 
rates in Germany. But if the 
bank can be convinced that a 
change of popular mood and 
realignment of people's expec- 
tations with economic reality 
is firmly underway, more con- 
cessions are possible. 

It will need to be convinced 
that the government can 
deliver promised real cuts in 
public spending and look for 
evidence in the progress of 
Chancellor Helmut Kohl’s soli- 
darity pact, now being debated 
at tiie expert level. Early signs 
are not promising: the bank’s 
recent statements indicate pro- 
found scepticism about the 
finance ministry’s ability to 
rein in federal spending, and 
trade union leaders have 
already declared that they will 
not accept any renegotiation of 
deals to bring east German pay 
up to western levels by 1994. 

However, early indications 
are not always to be trusted, as 
German economists who fore- 
cast an autumn recovery can 
verify. 


KEY FACTS AND INDICATORS 


Area f000 *q 357-1 Western Under 248.2 

...... € astern Under 108.9 

Population (1991 est) 79.8 million: Western Lander 64.1m 

Eastern Lander 15.7m 

Head of State President Richard von Weizsacker 

Currency Deutschemark (DM) 

Average exchange rate t 1991 $1 = DM1.6595, 12/9/92 

$1= DM1.4682 


ECONOMIC INDICATORS 




1991 

Ldiear 

Total GNP (5bn) 

1,588 

n.a. 

Real GNP growth {%) 

3.2 

1.1 

GNP par capita (S) 

24,730 

n.a. 

Components o 1 GNP (%): .... 



Private Consumption 

53.9 

53.3 

Total Investment 

21.2 

21.7 

Government Consumption 

17.8 

17.9 

Overseas Balance 

7.1 

7.1 

Consumer prices, 



% change, per year. 

3.5 

3.6 

Unit tab costs (% change p.a>... 

4.5 

4.3 

Ind. wage rates (% eft. p_ei) 

6.6 

5.4 

tnd. production {% change p.a). 

3.0 

0.5 

Unemployment, 



% of labour force 



Western Under. 

6.3 

6.8 

Eastern Under 

10.5 

14.1 

Reserves minus gold, 



(ten, end period) t 

63.0 

67.1 

M3 growth (% change from 



previous <M) f. 

5.8 

9.0 

Lombard rate (%,end period) t. 

9.75 

9.50 

10-year benchmark bond yield 



(%, average) t 

8.44 

7.65 

FT-A Index, 



% change over yean. 

+ 6.4 

-11.5 

Current account bal-,($hn)t 

-20.7 


Exports (ten) t 

401.1 

n.a. 

Imports (ten) t. 

387.9 


Trade balance (ten) t 

13.2 


Main trading partners.- 1991 , 



% by value: 

Exports 

Imports 

France 

13.1 

12.2 

Italy 

9.2 

9.3 

Netherlands. 

8.4 

9.7 

United Kingdom 

7.6 

6.6 

Belgium/Luxembourg 

7.3 

7.1 

United States 

6.3 

6.7 

European Community 

54.0 

51.9 

NOTES: unless Indicated Sms t. all figures rater to ami Germany only; 

* fnefleetea 1993 figures (GNP - 02, unO labour costs - Jims; wages - 

I July; industrial production, reserves, M3 groarth 

- August; consumer prices. 1 

| unemployment. Interest rales - September FT-A Index - percentage cnange 1 

1 from iri/92 to 12 / 1 Q/BS 1 . 


• 

j Sources: IMF. Dataslream. economist Intelligence Unit ; FT Statistics Dept. | 
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MONEY AND CAPITAL MARKETS REPORT 


GERMAN BOND MARKET 
COMING UNSTUCK 


so 


50 


40 


30 


20 


10 


In billions of DM 

l "I Local authorities 
r.-= l Federal states 
L-J Federal Government 
ESI German Unity Fund 


The latest cut In the Bundesbank's key rates is nourishing hopes for lower 
interest rates. As past experience has shown, the real (inflation-adjusted) 
interest rate tends to come under pressure in the early and late phases 
of a cyclical upswing. 

Opinions as to the dollar's ''proper" level 
differ as widely as those regarding the 
“adequate" level of bond rates. What is 
proper and adequate depends chiefly on die 
specific circumstances. This is a question 
that can best be answered by the market. 

For Interest rales, however, tliere is a bench- 
mark: die central bank’s key nues. Neverthe- 
less. the question may arise from time to 
time as to whether the benchmark is right* Is 
die level of interest rates compatible with 
die economic environment? 

Even a look hack on the period of high 
interest rates in die late 1970s/eariy 1980s 
does not provide much of a clue, as the 
latest developments in the financial 
markets bear little resemblance to past 
events. While the 1980s presented a uniform 
picture, i. e.. interest rates were at a record 
level and the economics were at the bottom 
of the trough, dier current situation is a 
much more diverse one: Germany and die 
EMS countries have comparatively high 
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While the central, regional and local authorities merely had to raise a good DM 40 billion on the 
capital market to cover their deficits in 1986, die 1992 deficit will probably be twice as high. The 
stuns borrowed in the capital market by independent government agencies (e. g.. German Unity 
Fund, TreuhandaiistaJt), whose debt in guaranteed by the Federal Gorenmient, have to be added 
to this amount. The increase in public borrowing Is to due to two main causes: German 
unification and lower tax revenue. The government's finances will remain strained In 1995 The 
economy Juts lost momentum faster than expected: at the same time, die necessity 
infrastructural investments in eastern Germany will keep government expenditures at ;i high tawl. 


interest rates compared to the state of their economies (recession in Britain and Italy; 
noticeable cooling in the other countries) ; US rates are at a multi-year low, but there are 
no signs of a recovery. A similar contrast also exists injapan and Canada. It is therefore 
not possible to compare the present situation with that prevailing in the early 1980s. 

The D-mark’s anchor role 

The reaction of the markets was highly vehement: As n result of the turbulences, the 
EMS’s fixed-rate system, which had fought shy of parity adjustments for more than five 
jears, come unstuck. Italy and Britain pulled their currencies out of the EMS’s 
e.xcl lunge-rare mechanism until further notice, and the Spanish peseta was devalued. 

But we have not yet seen the “grand finale": a general reshuffle of parties within the 
system. To pour oil on the troubled waters, the Bundesbank lowered the discount rate 
from S /« per cent to 8 7. per cent and the lombard rate from 9 7. per cent to 9 7- per 
cent, thus bearing in mind the D-mark’sanchor role in the EMS. Previously the Bundes- 
bank had swum against the stream, largely undeterred by foreign criticism. While the 
central hanks in the United Suites and japan cur their interest rates in order to stimulate 
economic growth, die Bundesbank, focusing on Germany's domestic situation, gave 
top priority to price stability. As worldwide growth lost steam, other countries had 
difficulty following in the Bundesbank’s footsteps. Tlie recent events haw, however, 
driven home the point that German monetary policy cannot cut itself off from 
the international mainstream. Frankfurt will remain die interest-rate leader, 
at least in Europe, but in contrast to the past two years it will now have 
to lead rates on a downward path. j Company 

Optimistic expectations regarding interest rates can also be derived 
from the high real interest rate. Even after the latest rise in 
bond prices, the real yield on ten-year securities is still ^ City 

Country 




considerably above 4 percent: for short-term investments it is as high as 6 per cent. Past 
experience has shown dial the real interest rate tends to come under pressure in the 
early and late phases of an economic upswing. This was the case in 1982, when tlie red 

yield to ten-year bonds dropped from 
4.7 percent to 3-3 per centanithaton short- 
term investments fironr? per cent to 2 per 
cent, and in 1975. when die real yield from 
these maturity categories fell, respectively, 
from 4.4 percent to 1.8 percent and from 
5.5 per cent to below zero. 

The. expectation thin tlie world economy 
will pull out of the trough and show clear 
signs of an upswing Is encouraged by the 
cooling in inflation, both nationally and 
internationally. And there is no serious 
threat of inflationary pressures building up 
again in die foreseeable future, although 
the one-point increase in die value-added 
tax in early 1993 could bring a setback, at 
least a temporary one. Since die month of 
July, the rate of inflation lias retreated into 
the three-per-cent range, from 4.8 percent 
in spring. An extrapolation of the current 
trend makes it seem likely that inflation will 
bounce back to 4 per cent in January 1993. 
but It gui be expected to ease again there- 
after: in die first quarter of the previous 
year, an above-average rise Ind been noted; the base effect will thus lead to lower 
inflation rates next spring. 

The real interest rate is therefore unlikely to shrink perceptibly in the next six momlis. 
This quite apart from the fact that, as we know from past experience, investors tend to 
tone down their expectations regarding the inflation-adjusted return on their invest- 
ments when prices remain stable (and interest rotes decline). This means that tlie yield 
on ten-year public bonds could range between 7 7: per cent and 7 7. per cent in the 
remaining months of the year. This would, after all, be as much as 100 basis points 
less than in the same period of die previous year. 
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Central bank has faced intense domestic and foreign scrutiny 


Bundesbank steels its nerve 


A MID the brouhaha ever 
the Bundesbank's tight 
monetary policies and 
their impact on other coun- 
tries, it Is easy to forget the 
tremendous esteem in which 
the institution is held in its 
own country. 

Even trade unions have an 
uneasy respect for the Bundes- 
bank. Usually, central banks 
and unions are well apart in 
the economic spectrum, with 
the policies of the former often 
aimed at curbing the demands 
of the latter. 

This certainly applies also In 
Germany, as witnessed by the 
Bundesbank's constant warn- 
ings against the inflationary 
dangers arising from excessive 
pay claims. 

But there Is an important dif- 
ference with many other coun- 
tries. since union leaders and 
their members share with the 
vast majority of German citi- 
zens an innate dislike of infla- 
tion and a firm belief in the 
need to dampen it down. 

This has not stopped union 
officials from berating the 
Bundesbank for its high inter- 
est rates and tight monetary 
policies. Nor did it prevent 
unions from asking for 
double-digit increases this 
year, though they did not get 
them. 

But when IG MetalL the big 
engineering trade union, 
agreed a 21-month settlement 
with a lower wage increase for 
next year than in 1992, one of 
its top officials made clear that 
the Bundesbank was sow 
expected to fulfill its job of 
keeping down inflation. In 
other words, the union trusts 
the bank to ensure that its 
members' purchasing power is 
not eroded. 

More recently, Mr Franz 
Steinkuhler. the union's fiery 
president, has offered a five- 
year wage pact under which 
increases will only keep pace 
with inflation and tax 
increases. This was his 
response to the government's 
calls for a ‘solidarity pact* with 
unions, regional states, and 
industry to sort out the tangled 
problems of Germany's post- 
unification finances and eco- 
nomic sluggishness. 

Whatever the outcome of 
such efforts, it is clear the Ger- 
man public's regard for the 
Bundesbank goes far beyond 


that of, say, the British for the 

Rank of England. SO however 

strongly the Bundesbank may 
be attacked abroad - and It 
was criticised very sharply in 
the UK over the latest cur* 
rency upsets leading to ster- 
ling's devaluation - its domes* 
tic position is secure. 

There are clear historical 
reasons for this, lying in the 
dreadful inflationary experi- 
ences of the early 1920s and the 
aftermath of the Nazi evils 
which caused the Second 
World War and left the Ger- 
man economy shattered. 

Both have left their mark on 
the German psyche. Inflation is 
regarded as a virus to be elimi- 


Despite recent fierce 
attacks abroad, the 
Bundesbank’s domestic 
position Is secure 


□ated before it becomes too 
threatening. It is this strong 
public backing, coupled with a 
legally enshrined independence 
that is the envy of other cen- 
tral banks, which steels the 
Bundesbank's nerve when it 
comes to dealing with govern- 
ments, unions, and employers. 

The bank has crossed swards 
a number of times with Boon. 
Chancellor Adenauer was put 
out when the Bank deutscher 
Lander, the Bundesbank's pre- 
decessor, put up interest rates 
in 1950. He called a later rise 
six years later a “guillotine” 
for the economy. 

In 1972, Karl Schiller, head- 
ing both the economics and 
finance ministries, resigned 
over a Bundesbank proposal 
for temporary capital controls. 
A decade later, Chancellor 
Schmidt pleaded in vain for 
lower interest rates. 

Today, the immense finan- 
cial, economic, and social 
strains caused by unification 
- both by the speed of the 
event and the scale of the chal- 
lenge - have put the Bundes- 
bank under domestic and for- 
eign scrutiny as never before. 
For the sentinels of the D-Mark 
who work in the Bundesbank's 
austere, unappealing headquar- 
ters at the edge of Frankfurt, 
the glare of publicity has been 
disturbing and disruptive. 

Imbued with the stability 


ethos of the Bundesbank, its 
policy-makers are used to 
thinking medium and 
long-term and acting accord- 
ingly. 

Underlying their policies is a 
commitment to steady and 
manageable growth, with the 
Bundesbank providing the 
monetary conditions to support 
an economy which is not sub- 
ject to 'stop-go' jerkiness. 

Its money supply targets, 
now file subject of numerous 
analyses, are designed to per- 
mit rising production without 
additional inflation. The fact 
that its latest target is being 
dramatically overshot has led 
to the Bundesbank's high 
interest rates, these reflecting 
its dislike of the government's 
fiscal inertia and of inflation- 
ary pay deals. 

Since the Bundesbank is not 
an arm of government, though 
it is obliged to support Bonn's 
economic policy as long as this 
does not conflict with its own 
duties, it acts under its own 
responsibility. This may mean 
that, as at present, bolstering a 
weakening economy takes sec- 
ond place to countering infla- 
tionary trends. 


At one stage this year, the 
annual rate of inflation 
approached 5 per cent, a level 
that would be inet with equa- 
nimity in many countries but 
not in Germany. The Bundes- 
bank, led by Mr Helmut Schles- 
inger, 68, a resolute defender of 
price stability who has spent 
four , decades at the central 
b ank, is determined to bring it 
down to 2 per cent 

This will certainly not be 
achieved this year, nor proba- 
bly in 1993. But it is worth 
recalling the Bundesbank's 
record in assessing whether it 
will eventually succeed. In the 
inflationary 1970s, west Ger- 
many was the only country to 
keep its annual increase in sin- 
gle figures. In 1986. it actually 
had a minus inflation rate, the 
first since 1953. 

With Germany's finances 
strained by the high costs of 
unification, the Bundesbank is 
under the most extreme pres- 
sures It has ever experienced. 

Even Mr Karl Otto Pdhl, 
whose resignation as head of 
the Bundesbank last year 
reflected differences with 
Chancellor Kohl over post- 
unity policies, never had to 





The Bundesbank council meets In Frankfort: underlying its policies Is a commit ment to steady and manageable economic growth 


face the unfavourable publicity 
barrage that has descended on 
the courteous but stubborn Mr 
Schlesinger. 

As the Anglo-German rum- 
pus dies down, with the UK 


searching for a new economic 
policy and Germany struggling 
to make unification work at a 
time of slackening growth, the 
Bundesbank obviously hopes 
to stay out of the spotlight 


But every time an interest 
rate change Is rumoured or 
European currencies look like 
being pulled apart again, the 
German central bank will be at 
the centre of attention. Uncom- 


fortable it may be for Mr 
Schlesinger and his colleagues, 
but the strength of the D-Mark 
has its price. 


Andrew Fisher 


I N JANUARY this year, 
Chancellor Kohl made a 
long overdue visit to the 
Frankfort Stock Exchange, the 
biggest exchange in Germany, 
ft was the first time he had 
been there in nearly ten years 
in office, and the visit demon- 
strated Bonn's new-found 
deter minat ion to provide active 
support for Germany as a 
financial centre. 

The change of heart, after 
years of neglect of the finan cial 
sector, was probably directly 
linked to Germany's campaign 
to have the future European 
Central Bank sited in Frank- 
furt It also reflected a determi- 
nation to build Germany into a 
financing bridgehead for the 
fledgling market economies of 
eastern Europe - and showed 
that the politicians had finally 
decided to help bankers win 
back business in German secu- 
rities currently conducted in 
other financial centres, pre- 
dominantly London. 

Just how the government 
proposed to help had been 
made clear in a paper written 
by Mr Thee Walgel, finance 


David Waiter looks at Germany as a financial centre 


Bonn has a change of heart 


minister, and published with- 
out fanfare a few days before 
Mr Kohl delivered his address 
to the flower of Frankfurt's 
business and financial commu- 
nity. The plans were ambitious 
- to get a host of measures in 
place by the end of the current 
year - but in the event there 
were ten months of silence 
before anything tangible camp 
of the proposals. 

The Walgel document spelt 
out government support for 
increased regulation of the 
securities markets; for a uni- 
fied stock-exchange for the 
whole of Germany; for an 
insider dealing law; for more 
sophisticated dealing technol- 
ogy; for better stock-market 
disclosure rules and transpar- 
ency; for legislation to enable 
hanks to launch money market 
funds which give investors 


direct access to short-term 
money market instruments. 

It now seems unlikely that 
there will be a “Ge rman SECT 
until the end of next year at 
the earliest - nor an insider 
dealing law, although under 
European Community Legisla- 
tion the latter should have 
been on the statute book by 
this summer. 

The explanation for the 
delay is that there was a per- 
sonnel change within the 
finance ministry In the early 
spring: the relevant official left 
without having produced a 
draft of the legislation required 
to set up an “SEC* and intro- 
duce an insider dealing law. 

It was only by the late sum- 
mer that such a blue-print had 
been produced, thereby provid- 
ing a basis for haggling 
between Bonn and the Linder 
- the states which at present 
have responsibility for market 
regulation - but ensuring that 
virtually nothing of the origi- 
nal Walgel programme would 
be in place by the original 
deadline. 

The only part of the package 
which will come into being 
anywhere near on schedule is 
the move to create a Deutsche 
Borse - a German stock 
exchange. A new holding com- 
pany will be formed which will 
buy the Deutsche Terminbfirse 
(DTB) - Germany's screen- 
based futures and options 
exchange and the Deutscher 
Kassenverain, the settlements 
organisation. 


The move will not end the par- 
ticularism which has riamag wf 
the German securities markets: 
there win still be eight stock 
exchanges in Germany, com- 
peting with one another and 
quoting different prices for 
each stock, thus splintering 
liquidity and transparency. But 
internal rivalries have been 
overcome to the extent that the 
seven smaller Bourses - in 
DusseldorL Munich, Hamburg; 
Hanover, Bremen, Stuttgart 


Equity is still a far less 
favoured source of 
finance than bank debt 


and Berlin - have agreed to 
take a 10 per cent stake in the 
new venture. 

As Mr Rolf Brener, the Deut- 
sche Bank main board director 
who will be the first chairman 
of the Deutsche Bdrse, said in 
early October as final agree- 
ment was announced after 
three years of negotiations, the 
structure of the new entity 
reflects the realisation that all 
the exchanges should work 
together for their common 
good. 

“I am exceptionally confident 
that we have entered a new 
era," he said as Deutsche Bdrse 
was unveiled. 

He cited in particular the 
development of new technol- 
ogy, which would be too expen- 
sive for the seven smaller 
horses to finance on their own 


but would ultimately be intro- 
duced to all exchanges. 

He said it was new technol- 
ogy which had helped over- 
come some of the smaller 
exchanges' antagonism 
towards Frankfort's plans, in 
particular the Ibis trading sys- 
tem Introduced in April 1991. 
This now accounts for 30 per 
cent of turnover in the 30 most 
frequently traded stocks, bring- 
ing new business to the 
smaller exchanges as the mar- 
ket Is screen-based and there- 
fore not tied to Frankfurt 
Germany now claims one of 
the more sophisticated stock- 
market structures in Europe, 
providing one-stop shopping 
and settlement for investors 
wanting to buy equities and 
derivatives. Bat is this 
enough? 

As Brener of the Deutsche 
Bank conceded earlier this 
month, the lack of a regulatory 
body is causing increasing 
problems for Germany's finan- 
cial services industry. This is 
apparent In discussions with 
regulatory authorities in other 
financial centres who, Breuer 
said, do not believe Germany 
has a credible regulatory struc- 
ture - making it difficult, for 
example, for the DTB to set up 
screens outside Germany 
despite undoubted demand. 

Moreover, some Investors 
also fight shy of buying shares 
in Germany because of the per- 
ception that the regulatory 
environment is under-devel- 
oped - and because of the fact 


that insider dealing is still not 
a crime. The objective now is 
to see the necessary legislation 
in place next year. 

Mr Friedrich von Metzler, 
current chairman of the Frank- 
fort Stock Exchange and scion 
of an old Frankfurt banking 
family, is candid about what 
still has to be done. With the 
move to a Deutsche B&rse, he 
says that Germany is “setting 
the ground for future develop- 
ments". 

Steadily and surely, he and 
Breuer and other determined 
Frankfort financiers are bund- 
ing the institutio nal infrastruc- 
ture essential if Finanzplatz 
Frankfurt is to become on a 
par with London, New York 
and Tokyo - or even to 
achieve the more modest objec- 
tive of establishing a clear lead 
ahead of the other continental 
European financial centres. 

Ultimately, the institutional 
reforms will do no good with- 
out significant cultural 
changes: there are only 660 or 
so German companies quoted 
on the market, and most of 
these cannot be taken over - 
or are not even managed with 
the interests of shareholders 
put ahead of other consider- 
ations. Equity is still a far less 
favoured source of finance 
than bank debt, and private 
investors prefer to put their 
savings in bonds rather shares. 

It is often said that the aver- 
age German family spends 
more money each year on flow- 
ers than shares. The recent 
dire performance of the Ger- 
man share market - down 16 
per cent in the third quarter - 
is not going to change this. Nor 
is the founding of the Deutsche 
Borse or the opening of a new 
regulatory body sometime next 
year or the year after. 




WestLB is a growing force on the public banking scene and 
is now helping to reshape the sector 


A Ruhr-based powerhouse 




M R EDZARD REUTER, 
chief executive of 
Daimler Benz and Mr 
Efilmar Kopper, chief executive 
of Deutsche Bank, together 
with Mr Wolfgang Schieren, 
chairman of the supervisory 
board at the Allianz insurance 
colossus, are the three most 
powerful businessmen in Ger- 
many. 

A strong candidate for the 
fourth most powerful is Mr 
Friedel Neuber, chief executive 
of the Westdeutsche Landes- 
bank Girozentrale, (WestLB). 

This institution's raison 
d'etre is to act as house bank to 
the government of North-Rhein 
Westphalia and to act as 
umbrella organisation to the 
region's savings bank - but 
under Neuber, the Dflsseldorf- 
based WestLB has become con- 
siderably more than that. 

It is a Rohr-based power- 
house whose controversial 
manoeuvres are helping to 
reshape the public banking 
sector. It pursues an aggressive 
industrial policy and - 
depending on the way the 
league-table is calculated - it 
is Gennany's third or fourth 
biggest bank, a clear rival to 
Commerzbank and the two big 
Bavarian private sector banks 
in terms of size. 

It has also moved aggres- 
sively overseas, Unking up 
with Standard Chartered of 
London in 1989 in a bid to 
boost its investment banking 
and pan-European activities. 

Since the beginning of the 
year, the bank has bought a 15 
per cent holding in Autania, a 
machinery company; a 10 per 
cent holding in the Asko retail 
group; a 20 per cent stake in 
Harpener. 

More recently, It and its LTU 
travel associate bought a 90 
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per cent stake in the UK 
Thomas Cook travel company 
and WestLB bid to acquire a 30 
per cent stake in Touristik 
Union International (TUI), a 
Hanover-based travel company. 

Other large Industrial hold- 
ings include 32 per cent plus of 
Preussag, the steel and engi- 
neering group, 10 per cent of 
Deutsche Babcock, and 13 per 
cent of Hoesch, the steel group, 
which allowed the bank to play 
a pivotal role In the hostile (by 
German standards) acquisition 
of the company by Krupp, a 
rival steel-group from else- 
where on the Ruhr. 

Altogether, the bank is said 
to have spent DM1.6bn on 
industrial acquisitions since 
1991. 


R ECENTLY, Mr Neuber 
brushed aside criticism 
that he was pursuing an 
Industrial policy for its own 
sake. 

At a conference on Frankfurt 
in late September, he said that 
the sole criteria for invest- 
ments in industrial companies 
was - as in other areas of the 
business - whether they 
would yield a good return. 

H We can't afford to make 
industrial investments for the 
long term unless they are 
going to generate a satisfactory 
return," he said. 

He took the example of the 
bank’s enagement In the travel 
industry. It took its stake in 
Lufttransport Union (LTU) in 
1989 when the family owners of 
this Dusseldorf-based charter- 
flight operator were seeking a 
financial partner. 

More recent acquisitions - 
of Thomas Cook and the 
planned purchase of a stake In 
TUI - are designed to 
strengthen LTU*s position In 


the European market by induc- 
ing “vertical integration" with 
tour operators and travel 
agents. 

With Hbesch/Krupp, WestLB 
was merely assisting in a pro- 
cess of necessary rationalisa- 
tion for the German steel 
industry in the face of pan-Eu- 
ropean competition, Neuber 
said. It supported the contro- 
versial scheme out of convic- 
tion that a merger was eco- 
nomically necessary, he 
argued. 

The criticism WestLB has 
received in connection with 
these purchases is as nothing 
when compared to the outcry 
which has accompanied the 
bank's attempts to expand its 
influence in the public banking 
sector of northern Germany - 
and since reunification two 
years ago, in eastern Germany 
too. 

"Wild-west politics," is how 
Peter Fischer, economics min- 
ister of the state of Lower Sax- 
ony described WestLB’s 
attempts to get control of the 
Landesbank Schleswig-Hol- 
stein in Kiel. 

He went so far as to accuse 
Neiber of meddling with t he 
investment plans of Hanover- 
based Preussag (30 per cent- 
plus owned by WestLB) as a 
means of putting pressure on 
Norddeutsche Landesbank 
Girozentrale (NordLB - the 
Landesbank for Lower Saxony, 
based in the state capital of 
Hanover) to withdraw a rival 
bid for a stake in the Kiel- 
based bank. 

The accusation was sharply 
rejected, the battle continued. 
The Hanover-based NordLB 
has won the right to run the 
Landesbank functions of two 
east German Lander: Sachsen- 
Anhalt and (from the begin- 


ning of next year) Mecklen- 
burg-Vorpommern. 

Formally, no decision has 
been reached over Kiel, but 
three out of five members of 
the Schleswig Holstein’s man- 
agement board resigned in 
early June after it appeared 
likely that a stake of slightly 
less than 50 per cent would go 
to Dfisseldorf and not Hanover. 

True to form, WestLB has 
also been active in the rational- 
isation of the Landesbanken in 
southern Germany. Its original 
bid to assimilate Helaba, the 
Hessen central bank, was 
rejected some years ago. 

This summer WestLB and 
the SudwestLB (the Stuttgart- 
based Landesbank for Baden- 
Wurtemberg) defeated a rival 
bid from Helaba to win 
approval to buy a 50 per cent 
stake in the Mainz-based Lan- 
desbank Rheinland-Pfalz. 

The SfidwestLB itself took a 
25 par cent stake in the Lan- 
desbank Sachsen Girozentrale, 
the new Leipzig-based central 
bank for Saxony. 

Whether Neuber and the 
WestLB are able to continue 
their controversial activities - 
in German Industry as much 
as m public-sector banking - 
depends on Germany's hanki ng 
authorities. Tough new rgpj tal 
adequacy rules are to be intro- 
duced next year. 

WestLB will be able to com- 
ply with these easily if it is 
allowed to have access to the 
equity of a housing fi ganrp 
subsidiary it bought from the 
government of North Rhein 
Westphalia last year. 

J Ws “ not approved It is 
unlikely that Neuber will be 
quite so expansionist or 
aggressive in the future. 




; 1 ‘ 4 


_ . , C & " 


I ‘ * • l "»■ 1 f- ‘f 


■ ■ y* . . i- 

• *-1 * \ * - ! 


■ 

■ - % t V-. * 


* * ■ *- i : 


O V; e . 






■l"' * f 




r- ir 

yj.:T * s .,, ... „ 
u * i7rj 

• * k t 


- a?Y: 


- 

O ' f 

1 - “ 

^ r .. 


4 ‘ J -. 

- . 


V, : : r, 

'z~ I * , f. 

■ -> ,V. 

-« \ M 

WP . t r i.i 




David Waller 






FINANCIAL TIMES MONDAY OCTOBER 26 1992 



4nd?e**. 


**"■$ ;0 

: i W 


use 


^^1 




■.<i 


Europe's IN 
•l(‘<'omm(itii 
;an. master. 

fomi 

i*V 








* .- 

r > . - 

a «-i ; *• ■: 


..V. V:- y W : y.- \ ■ ' .- 

• -IvW ■ ' ..- 


-■» C— > 


" 




C • - V ~ •.• C~/.,v ;';V 

* • '« '■'•»■ . y\ > , u * i .4 «• .*■ . ' 

* v ."'■<) VSS.? *■ 'it ' s 1 

.. *; 

; tr ' ^ ?s, 1- , 

‘ '■ ”? t ■ . 

.■y ■'■> '' ■ 

r v*- •?*' *.;. 




%»*»".* *.*~ • I 


The reunification of Germany represented an enor 
mous challenge for Telekom. In the interests of the fas- 
test possible economic recovery, employment and com- 
mercial competitiveness, it was essential to transform the completely insufficient and 
Ko “ outmoded telecommunications infrastructure in the 
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Moscow: Tel.: +7 095 23603 34 Fax: +7 095 237 66 14 least one telephone line. And m a few years, the 

eastern part of Germany will possess one of the most sophisticated telecommunications 
networks in the world and, at the same time, profit from our expertise in innovative tech- 
nologies such as ISDN and fibre optics. No one is as advanced as Telekom in the develop- 
ment of ISDN, the future in telecommunications networks, and today we already operate 
Europe’s biggest and most modern fibre optics network. Naturally, Telekom’s customers 
also profit from our comprehensive satellite capacity - 
after all, we are members of the world’s four most im- 
portant satellite organisations. All of which makes the 
reunified Germany particularly attractive as the central 
hub and base for the flow of information throughout 
Europe. So if you’re looking for a global, experienced 

partner, just get in touch with us. 

Communications Networks made in Germany. We tie markets together. 
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F OR decades. Germany's 
big insurance companies 
- dominated by the 
Allianz colossus - have 
enjoyed good profits and have 
benefited from relative immu- 
nity from competition. 

But in the space of a couple 
of years, competition has inten- 
sified and German insurers - 
facing uncharacteristic turmoil 
- have joined the ranks of 
other insurance companies 
around the world which rely 
on investment business to 
make a profit 

A turning point - for the 
perceptions of investors in the 
German Insurance industry - 
came in late July when Alli- 
anz, the Munich-based insur- 
ance giant announced an 
underwriting loss of DMl.TObn 
for 199 L, compared to a profit 
of DMl82ra for the previous 
year. This was worse than 
expected and the shares fell by 
3 per cent on the day of the 
press conference. But later that 
week the Deutsche Bank’s 
research arm questioned Alli- 
anz's accounting for its east 
German acquisition and the 


Germany's insurance industry is the largest in Europe with premiums of DM168bn last year 

Insurers face surprising turmoil 


shares fell further. 

In total, the Allianz share 
price has fallen by a quarto 1 
since the beginning of June. 
The share is the single largest 
on the German stock market, 
accounting For more than 10 
per cent of DAX 30-index of 
large companies, and its poor 
performance has helped drag 
the market as a whole down by 
16 per cent in the third quarter 
of the year. 

Disillusion with Allianz is 
largely due to the problems the 
company is having with two 
recent acquisitions: of Deut- 
sche Veracherung5, the former 
east German state monopoly 
acquired for DM71 lm and Fire- 
man's Fund, the DS insurer 
bought in 1990. 

Another factor is the chang- 
ing shape of the German mar- 
ket as a whole. By 1994, a 


series of European Community 
insurance directives must be 
implemented in member-states. 
In Germany, the effect of the 
directives will be to introduce 
price competition into a num- 
ber of hitherto protected - and 
highly profitable sectors of the 
market, predominantly in the 

EC directives will bring 

intense competition to 
a once-protected market 


personal sector . 

In theory, this should open 
the German market to competi- 
tion from non-German insur- 
ers, including the British who 
are reputed to have the best 
designed products in Europe. 

So far, the only interest 
shown by foreign companies is 


from the French: the Victoire 
subsidiary of the Suez French 
financial and industrial group 
took control of Cdonia - one 
of Germany's largest insurance 
groups - in 1989 and negotia- 
tions are underway to sell the 
stake on to Union des Assur- 
ances de Paris, another French 
group. 

More recently. Assurances 
Generates de France (AGF), 
another large French group, 
bought up a 25 per cent stake 
in Aachener und Mfiuchener 
Beteiligungs • (AMB), Ger- 
many’s second largest insur- 
ance group. After a ferocious 
battle, the French company 
earlier (Jus year won the right 
to have the foil voting rights 
attached to its stake and board- 
room representation at the 
German company, whilst 
AMB’s former chief executive 


was obliged to resign. 

In practice, the lack of access 
to distribution channels means 
that competition will intensify 
between domestic institutions 
which have hitherto not had to 
compete With one another on 
price, at least, not in personal 
business sectors of the market 
Where there has been price 
competition, for example in 
industrial risks markets, losses 
have been steep for a number 
of years. 

Added impetus to competi- 
tion will come from the bank- 
ing sector. For decades, banks 
have operated marketing 
agreements with insurance 
companies but their engage- 
ment in the market has inten- 
sified ova the last 18 months. 
Within this time, Allianz has 
emerged as a 22.3 per cent 
shareholder in Dresdner Rank, 


Germany’s second biggest 
bank - and Deutsche Bank 
has this summer made two sig- 
nificant investments in the 
insurance market 
Deutsche bought a 30 per 
cent stake in Geriing, the larg- 
est independently owned 
insurer in Germany and has - 

A battle of the giants Is 
forecast among the 
sector’s leaders 

if market rumours are to be 
believed - an option to buy 
the remaining stake. It also 
bought Deutscher Herold, an 
insurance company specialis- 
ing in private client business. 
The total outlay could be as 
much as DMZbo. although the 
hank will not comment on the 


price. 

The latest moves have given 
rise to stories about a “battle 
of the giants," between the 
Allianz /Dresdner axis on the 
one hand, and Deutsche/Her- 
old/Geriing on the other. Both 
sides dfomfeK this interpreta- 
tion, Deutsche saying that the 
Herold purchase is consistent 
with long-held plans to 
strengthen its investment ser- 
vices for its private clients. 

The rationale for the Geriing 
purchase is less dear, Deut- 
sche saying that It is an invest- 
ment rather than an excursion 
into mainstream insurance 
business. However, the bank 
has clearly not ruled out an 
all-out assault into the indus- 
trial insurance market at a 
later date. This was implicitly 
recognised by Germany's cartel 
authorities this September 


when they dropped their insis- 
tence that Allianz should scale 
back its 22.3 per cent stake in 
Dresdner, saying that com peti- 
tion was intensifying across 
the board in Germany’s Insur- 
ance market Allianz and Deut- 
sche, the two most powerful 
financial institutions in Ger- 
many, show by their recent 
moves that the concept of “afi- 
finanz" - co-operation 
between banks and insurance 
companies - has its followers 
in Germany. They have not 
been discouraged by AMB’s 
purchase of a majority stake In 
the BIG Bank In 1987. 

The bank was supposed to 
bring opportunities for cross- 
selling between banking and 
insurance products. Instead, it 
has cost the parent insurer 
nearly DM3bn as the bank 
encountered, one serious prob- 
lem after another. The bank is 
on the verge of being sold to 
Credit Lyonnais of France as 
part of the deal which has 
brought reconciliation between 
AMB and AGF. 

David Waller 



The attractions of Germany as an investment 


location are shrinking 




Foreign competitors 
use cost advantage . 
to win market share L 


Cost-pressures: large sections of the chemicals Industry are being 
moved from Germany to the Netherlands 


GERMAN INDUSTRY’S 
argument is straightforward 
enough: goods bearing the 
"Made in Germany" label no 
longer earn a big enough pre- 
mium to pay for the luxurious 
lifestyle to which the west has 
grown accustomed, and to 
which the east aspires. Every- 
thing - pay, taxes, energy, 
holidays, environmental pro- 
tection, education, social ser- 
vices and capital - is too 
expensive. 

Gomans stay at school lon- 
ger, cost more to employ, have 
more holidays, work shorter 
hours and retire earlier than 
virtually all their international 
competitors. 

Even when they are sick. 
Germans stay in hospital for 
more than twice as long as 


their British neighbours. 

As a result, international 
competitors are using their 
cost advantages to steal mar- 
ket share from Germany, and 
the attractions of Standort 
Deutschland - as a country in 
which to invest and manufac- 
ture - are shrinking, espe- 
cially for German companies. 

The main options for regain- 
ing lost competitiveness are 
clear to business leaders: 
either reduce the whole of 
industry's cost-base or move 
out. 

The tendency so far has been 
to side-step the enormous diffi- 
culties of squeezing conces- 
sions out of prevaricating poli- 
ticians and hard-line trade 
union leaders and to take the 
direct route abroad instead. 



Uncommon 

markets 


Uncommon peoples. 
Their home: central 
and eastern Europe. 
Their goal: to buifd free 
enterprise economies. 
An uncommon region. 
Its geography: the 
Baltic, Danube, Urals 
and much more. Its 
characteristics: a long 
industrial tradition, a 
future world economic 
center. 

A common destiny. 
Europe's eastern and 
western halves are 
joining to form the 


world’s largest market. 
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The net result has been an 
extraordinary escalation in 
capital investment abroad 
which has taken the annual 
total from an average DM8bn 
to more than DM30bn in the 
past 10 years. The long-term 
average of foreign direct 
investment in Germany has 
been a little over DM4bn. 

While a large part of the rise 
in German foreign investment 
can be explained by the need 
far German industry to inter- 
nationalise in the wake of the 
Japanese and others, and by 
the exploitation of opportuni- 
ties opened up by the develop- 
ment of the European Commu- 
nity into a borderless “single 
market." there is evidence 
enough to show that it is no 
longer economic to manufac- 
ture a widening range of prod- 
ucts in Germany. 

Recent examples of strategic 
shifts include the case of 
vehicle components maker Hei- 
demann, which announced ear- 
lier this month that it was to 
open a factory in Pamplona, 
Spain. 

The company, a typical Mil- 
telstand employer of 2.000 
inside Germany, and mainly 
dependent on orders from 
Volkswagen, had the choice 
either of setting up in Spain to 
supply parts for VW’s Polo out- 
put which is being concen- 
trated in Spain, or lose the 
work to a local supplier. There 
is no suggestion yet that the 

The options are to cut 
the whole of Industry’s 
cost-base or move out 


switch win cost jobs in Ger- 
many. However, 1,000 Nurem- 
berg workers will lose their 
jobs following Olivetti’s 
announcement that it is to 
cease making computers in 
Germany. 

As an explanation, the Ital- 
ian group said the factory clo- 
sure would “bring a consider- 
able improvement in the 
competitiveness of our product 
range”. 

There have been many simi- 
lar cases in the past 12 months. 
Robert Bosch, the country’s 
largest vehicle parts maker, 
has shunted car radio loud- 
speaker production to south- 
east Asia, Mexico and Portu- 
gal, where labour Is cheaper, at 
the cost of 1,500 jobs in Hil- 
desheim. 

Chemicals giant BASF Is 
shifting large chunks of its pro- 
cessing from Germany to the 
; Netherlands, mainly because of 
the immense costs of fulfilling 
, domestic environmental 
requirements and the delays 
entailed in negotiating for 
planning permission. 

Members of the chemical 
industry association, which 
this year fare an average 30 
per cent fall in profits, claim 
that total environmental costs 
of around DMSbn a year are 
more than 50 per cent higher 
than those in other EG coun- 
tries. 

in the past six months the 
threat of recession and the 
dawning realisation of the 
scale of the economic burdens 
taken on with unification have 
temporarily diverted attention 
from the on -off 15-year debate 
over the future of Standort 
Deutschland. 

However, the shock-effect of 
these two new problems - 
driven home mainly by a raft 
of huge job losses in the west 
this year and the failure of the 
eastern economy to respond 
significantly to massive cash 
injections - could hold the 
key to a resolution of the lon- 



Everything In Germany - pay, taxes, energy, education, soda! services and capital - is too 
expensive. Germans also take the longest holidays and work the shortest hours ol their peers in 
other Industrial countries. See also the article on demographic trends: facing page. 


ger-term challenges facing Ger- 
man industry. 

In the context of a so-called 
“solidarity pact” to aid recov- 
ery in the east, IG MetaH. the 
elite engineering trade union 
has offered tentatively to 
accept a five-year pay deal 
which merely preserves the 
real value of wages, in place of 
the usual inflation-plus for- 
mula. 

While the union attached 
many strings to the proposal, it 
suggests that appeals for a 
change of direction in pay pol- 
icy may be having an effect 
Employers have blamed Infla- 
tionary pay deals in the past 
two years for the current 
round of job cuts which has hit 
engineers especially hard. 

At Daimler-Benz, the coun- 
try’s leading company, for 
example, almost 30,000 people 
are to lose their jobs in the 


vehicles and aerospace divi- 
sions alone. 

Mainly under the influence 
of recessionary pressures, the 
government has committed 
Itself to strict control of state 
spending which will limit fed- 
eral demands on capital mar- 
kets and prevent increases in 
social welfare and other levies 
on industry. A programme to 
reduce health service subsidies 
by DMIObn a year will also 
contribute. 

Marginal rates of corporate 
taxation are to be reduced by 
five percentage points, com- 
pensatory reliefs will ease the 
burden of costs to industry 
stemming from environmental 
legislation, and partial privati- 
sation of state authorities such 
as Deutsche Telekom should 
also lead to greater competi- 
tion and long-term cost bene- 
fits. As for the high cost of 


capital, it now seems likely 
that once the Bundesbank is 
convinced that wage negotia- 
tions are set on a more rational 
basis and the government can 
deliver on its promises to cut 
spending, then it will lower 
interest rates from their pres- 
ent near-record levels. 

The process has only just 
started, and there are many 
other delicate issues yet to be 
broached, such as regional pay 
differentials, working times 
and holiday entitlements. 

But the simple fact that gov- 
ernment, employers and 
employees have in effect 
undertaken to review the infra- 
structure of Standort Deutsch- 
land, with concrete measures 
either proposed or already 
introduced, offers some 
grounds for optimism. 

Christopher Parkes 
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Population trends: births down 40 per cent in the east 


The east German labour market: planners take a more creative approach 


Imbalance between 


young and old 


E conomically speak- 
ing, a child is a costly 
luxury. No longer do 
people need to breed to ensure 
that they are' looked after in 
old age or to engender a home- 
grown workforce for the fields. 
Emotional factors alone ensure 
that' people continue to have 
chil dren. ' _ 

This is a phenomenon of all 
urbanised, modern industrial 
societies, but the consequences 
are felt particularly acutely to 
Germany, the third least tortile 
country to the European Com- 
munity after Italy and Spain: 
Germany's population is grow- 
ing old, and it would be shrink- 
ing but for an influx of foreign- 
ers. 

Expressed in pictorial form, 
a population ought to look like 
a pyramid: a broad base of 


Young women in the 
former GDR have been 
reluctant to have 
children 


younger people supporting a 
dwindling number of older 
ones. 

Germany’s population now 
looks more like a Christmas 
tree, the pyramid thinned out 
by the effects of two world 
wars, but 40 years from now, 
the picture will look less bal- 
anced: an inverse pyramid 
where relatively few young 
people support layers of older 
people. 

“For the present generation 
simply to replace itself, 40 per 
cent of all married couples 
need to have three or more 
children,” says Professor Char- 
lotte Hdhn, director of the 
Wiesbaden-based Federal Insti- 
tute for Population Research. 

“But in a society such as 
ours, most people want to have 
one child - or two, at the 
most” 

Germany’s reunification has 
highlighted the growing 
numerical imbalance between 
young and old: in 1991, the 
number of births in reunited 
Germany fell back by &5 per 
cent from 906,000 in 1990 to 
828,000, a drop caused by a 
huge, 40 per cent reduction of 


births in the former east Ger- 
many. 

A combination of social 
unease, migration to toe west- 
ern part of Germany, plus 
growing job opportunities, has 
meant that young women in 
the exrDDR have been reluc- 
tant to have children, and hos- 
pitals to the east report a surge 
to demand for abortions and 
sterilisations. 

The resulting demographic 
problem is often cited as one of 
the more serious difficulties 
faring Germany to the years to 
come: Germans have the high- 
est wages, take the longest hol- 
idays, work the shortest hours 
of their peers in other indus- 
trial countries - and to cap it 
all there are set to be fewer 
people at work to support a 
disproportionately large 
elderly population. 

The government has taken a 
number of steps to mitigate the 
problem, fbr example raising 
the retirement age and adjust- 
ing old-age healthcare insur- 
ance regulations. 

But this is not enough: to 
order to shore up the imbal- 
anced population pyramid, 
Germany will have to rely 
more heavily on imported 
labour. 

That the working population 
of the former west Germany 
climbed from 28£m to 29.4m 
between January and October 
last year reflects migration 
from the former DDR as well 
as the influx of ethnic Ger- 
mans (Aussiedler). predomi- 
nantly from the former Soviet 
Union and eastern Europe, 
who are entitled to German cit- 
izenship. 

But more jobs were lost to 
east Germany than were cre- 
ated in the west and if the 
workforce is to grow across the 
whole of Germany, the number 
of foreigners living in Germany 
will have to expand, as it did to 
the last decade when a net 
12m people migrated into Ger- 
many. 

Over the longer term the 
number of foreigners to Ger- 
many will grow anyway: the 
5.4m-strong foreign community 
in Germany now is expected to 
grow to 8£m over the next 40 
years, without immigration. 


Although not German 
these foreigners - predomi- 
nantly Turks - have come to 
look on Germany as home and, 
having paid their taxes, are 
entitled to the same care in old 
age as other Germans. 

Senior industrialists already 
recognise the imperative of 
attracting more skilled immi- 
grants into Germany: some 
230,000 apprenticeships are 
unfilled and in united Ger- 
many there are over 400,000 job 
vacancies for skilled manual 
workers. 

Employers and employee 
associations bend over back- 
wards to say they would wel- 
come qualified applicants for 
these jobs, whatever their 
nationality, and Mr Rudolf 
Stumpf, personnel director of 
BMW, has said that the car 


Germans will have to 
get used to living in 
an increasingly 
multi-racial society 


company may as well shot if it 
were not for its foreign work- 
ers. 

At a time when the number 
of ethnic Germans will be 
shrinking, this growth may 
exacerbate social tensions 
which are already to be felt in 
the early 1990s in the attacks 
against asylum homes in the 
east of Germany. 

It is an irony that asylum 
seekers are not allowed to 
work even though there would 
be jobs for them: they are 
obliged to sit around doing 
nothing for months at the 
state's expenses while they 
wait for a decision on their 
asylum application, serving to 
stoke up resentments within 
the communities in the miM 
of whom they are billeted. 

As Mr Heiner Geissler, dep- 
uty chairman of the ruling 
CDU-CSU coalition pointed out 
this summer in the wake of the 
attacks, more tolerance is 
required and Germans will 
have to get used to living and 
working in an increasingly 
multi-racial society. 

David Waller 


Rebuilding from the ruins 


E ARLY to 1991, at the 
end of the unification 
party, west German 
workers had their first taste of 
what was to come. The western 
economy was motoring along, 
unemployment was falling aid 
new jobs were being created by 
the thousand. Contributions to 
unemployment insurance, 
fixed at 43 per cent of gross 
pay, were in line for a fell to 
around JL5 per cent But the 
truth about the communists’ 
"full-employment” society 
could not be concealed for 
long. 

Contributions instead rose to 
64 per cent to cover the enor- 
mous costs of managing the 
east’s labour market, and 
although they have since fallen 
to 6.3 per cent, no further cuts 
can be expected. 

The Federal Labour Office, 
deprived of subsidies from fed- 
eral funds by the finance min- 
istry’s budget-capping decree, 
still confronts an intractable 
situation to the former GDR 
while conditions are deteriorat- 
ing rapidly in the west 
Unemployment there has 
risen by 10 per cent this year, 
and the creation of new jobs 
has stopped, to the mean- 
while. at least two out of every 
five jobs has been lost under 
the twin influences of the col- 
lapsed market in eastern 
Europe and . the radical 
restructuring of the old east 
German combines by the Treu- 
Tianri privatisation agency. 

Official unemployment of 
around 13 per cent masks a 
mass of "hidden” jobless who 
have been retired early, 
diverted into training projects, 
on short-time, or working to 
so-called work-creation 
schemes. 

Last year, when the labour 
office was concerned mainly 
with h olding the fort, it poured 
almost 70 per cent of the funds 
it spent to toe east into passive 
measures: the dole, pay for 
short-time workers who, in the 
main, did nothing except 
clock-on every day, and pre- 
pension compensation for peo- 
ple taking early retirement 
This year, however, it is adopt- 
ing a more creative approach. 

This year, almost exactly 
half toe labour office's DM85bn 
budget will be spent in toe 
east home to 20 per cent of toe 
total population. While unem- 
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Plastic sheet production line at a petrochemical plant In Leima, east Germany 


ployment pay will absorb 
almost a quarter of funds avail- 
able, the share allocated to all 
such purely defensive mea- 
sures will fell below 50 per 
cent, with resultant gains for 
"active” projects such as edu- 
cation and training and w nrir 

creation schemes. 

Although such projects sel- 
dom involve conventionally 
productive work, and focus 
mainly on tasks such as 
cleaning up the environmental 
m ere left by the communists, 
they keep people within toe 
active labour market 

According to Mr Heinrich 
Franke, head of toe labour 
office, the will to learn and 
work is “extraordinarily” 
strong, rather more than in the 
west, although all too often 
freshly-trained workers find no 
job at the end of their courses. 


Spending on work creation 
has more than doubled this 
year to DM7 Jbn, while a simi- 
lar proportional increase has 
diverted DMIObn into further 
education and vocational train- 
ing. Overall, active measures 
account for 43 per cent of 
spending, compared with 27 
per cent last year. 

This is still not enough, 
according to Mr Hans-Peter 
KlQs, an expert from toe IW 
economics research institute in 
Cologne. Even though it is 
above toe OECD average of 38 
per cent, he says, the "rich 
unde” approach. In which the 
west simply pours in funds for 
mainly defensive policies, will 
pre-programme Inactivity into 
the eastern German way of life, 
and ossify the hard-core of 
unemployment 

Urging programmes to 


increase worker mobility and 
unconventional measures such 
as lumpsum one-off payments 
instead of weekly unemploy- 
ment pay to give the jobless a 
chance of setting up an inde- 
pendent business, Mr Elds may 
be asking too much of a labour 
market which is already 
infected with some of the rigid- 
ities established in toe west, 
and too much of a government 
committed to medium-term 
budgetary restraint 

Western unions, which have 
been steadily losing member- 
ship in their hnmp territory, 
were quick to recruit in the 
east, where they won consider- 
able benefits for their new 
members. 

Basic wage deals, guarantee- 
ing pay parity with the west by 
1994, have been struck in many 
important industries. As a 


result, even though average 
productivity in the east is 
around 30 per cent of west Ger- 
man levels, labour costs are 
already higher than in the US. 

Meanwhile, blanket pay and 
conditions packages, mirroring 
those in toe west, make virtu- 
ally no allowances for regional 
or skill differences. Some 25 
years ago there was a 25 per 
cent differential between the 
basic pay of engineering work- 
ers employed in various parts 
of west Germany. It is now 2 
per cant An unskilled worker 
who earned 73 per cent of the 
skilled rate, now earns 66 per 
cent 

According- to recent esti- 
mateSs 2m new and permanent 
jobs have to be created in toe 
east in toe medium-term as a 
pre-condition for the establish- 
ment of a viable, self-support- 
ing economy. 

There are few immediate 
attractions for an international 
business community which is 
reining in investment even In 
established markets. Nor is 
there any of increased contri- 
butions from the not-so-rich 
uncle in Bonn, which is 
already chafing at toe prolifer- 
ation of work creation 
schemes. Each place costs 
around DM24,000 per man per 
year, compared with DM15,000 
for unemployment benefit 

But Mr Franke, who has 
lived with the eastern labour 
market crisis from the start, 
stoutly defends job creation as 
his main management tool. 

"As long as business does 
not invest, we must hold the 
bridge of work creation,” he 
said recently. 

Christopher Parkes 
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Vehicle companies are either shedding staff, Cutting back 
production, putting workers on short time, or doing all three 

Carmakers under pressure 



G ERMANY'S motor 
industry, a vital part of 
its export-oriented 
economy, is slowing down in 
more ways than one. Not only 
do more vehicles on the roads 
mean more congestion and 
more tailbacks, thus decreas- 
ing drivers' ability to hurtle 
along as fast as they please, 
but world markets are coming 
under such severe pressures 
that German carmakers are 
having to take drastic action to 
remain competitive. 

German car companies are 
either shedding staff, cutting 
back production, putting work- 
ers on short time, or doing all 
three. Mercedes-Benz, part of 
the Daimler-Benz concern, is 
reducing its domestic work- 
force by 10,500 people this year 
and. is producing fewer cars. 

At the volume end of the 
industry, Ford-Werke (owned 
by Ford Motor of the US) is 
cutting production at its 
Cologne plant as part of a 
Europe- wide retrenchment by 
the group. 

Volkswagen, Opel (part of 
General Motors of the US), and 
BMW are also reducing labour 


and trying to overcome the 
high-cost burdens suffered by 
German producers. 

Struggling the hardest, how- 
ever, is Porsche, the maker of 
luxury sports cars which is 
finding the combination of 
weak foreign markets and the 
extra pressures imposed by the 
latest currency turbulence 
almost Impossible to bear, it is 
cutting its workforce by nearly 


More job Josses are 
inevitable, as labour 
costs in Germany are 
among the highest 
in the world 


2,000 people this year, having 
sold only 22,000 of its expensive 
models in the financial year to 
July. 

None of these developments 
come entirely as a surprise. It 
has long been recognised that 
German producers’ costs are 
too high in relation to competi- 
tors in the rest of Europe and 
Japan. Labour costs in Ger- 
many are among the highest in 
the world. They are around a 


third higher than in Japan, the 
gap being accounted for by the 
high level of social security 
and welfare costs met by 
employers rather than by 
wages, which are similar in the 
two countries. 

Compared with France, Italy, 
and the UK. the difference is 
even greater; wages are lower 
in these countries and social 
benefits worth much less. 

In past years, German com- 
panies could rely on superior 
productivity to offset the 
impact of high labour and 
other costs. But this has now 
become almost impossible as 
competitors have cut their 
labour forces, in contrast to 
the employment increases now 
being reversed in Germany, 
and have striven to become 
more productive by investing 
heavily and introducing new 
production methods. 

Moreover, the supremely effi- 
cient Japanese are now making 
cars at plants in Europe, nota- 
bly in the UK 

Productivity in France and 
Britain rose much faster in the 
ISSOs than that in the German 
motor industry. 


At the start of the 1990s, Ger- 
many still topped the Euro- 
pean productivity table. 
France's productivity was 91 
per cent of that in Germany, 
with Italy at 71 per cent, and 
the UK (before the foil effect of 
Japanese investment) at only 
61 per cent. 

But the German industry 
was about 50 per cent behind 
Japan’s productivity. Gorman 
trade unions recognise the 
severity of the situation, but 
there zs no way that they can 
prevent more job losses. 

Moreover, the trend towards 
shorter working weeks 
Impinges further on Gorman 
companies’ profltabilty. 

According to the German 
motor industry association 
(VDA), a Japanese automobile 
worker puts in an average 800 
hours a year more than his 
German rival, while a US 
worker puts In 550 hours more; 
and one in the UK works 350 
hours more. 

The Spanish employee 
notches up 250 hours more 
than in Germany, the Italian 
250 more, and the French 100 
more. 


Against the gloomy back- 
ground of rising costs, stagnat- 
ing sales at home and abroad, 
arid gyrating currencies, it is 
small wonder that the German 
media has been carrying dire 
prognistications of things to 
come. 

“The auto goes downhill” 
was the headline on a commen- 
tary In Suddeutsche Zeltung, 
the serious daffy newspaper. It 
chided German motor compa- 


nies for being too late with the 
introduction of iwm production 
methods and for concentrating 
too much in boom times on 
expensively-equipped models 
“as if customers were prepared 
indefinitely to spend more and 
more money on cars.” 

Clearly, they are not Reces- 
sion in foreign markets, 
intense competition from the 
Japanese, and the slackening 
of domestic demand after the 


powerful Impetus provided by 
unification have subjected Ger- 
man car manufacturers to 
extreme pressures. Hence the 
pessimistic title Of an article In 
Stem, the popular weekly mag- 
azine: “The decline of Ger- 
many's showcase sector.” 

After several years of 
steadily rising sales, topped off 
with the turnover gains pro- 
duced by German unity, the 
car companies and their work- 


ers are bracing themselves for 
an unfamiliar phase of auster- 
ity. 

Since the motor industry in 
Its widest sense - including 
suppliers, dealers, repair, and 
other activities - accounts for 
about a fifth of gross national 
product, the consequences will 
be felt throughout the econ- 
omy. 

Andrew Fisher 


For the construction industry, the task of rebuilding east 
Germany is immense, reports Andrew Fisher 

A late 20th century bonanza 


L IKE a scene from a 
Grimms’ fairy tale, a 
quaint little grey house 
with a first floor hay window 
stands near the centre of 
Zwickau in east Germany. It 
could do with some renova- 
tion, but is serviceable enough 
to house a dentist, a cosmetics 
store, and the local tenants’ 
association. 

There is no building next 
door, only the ghost of the 
house that used to be there. Its 
outline, including the steeply 
sloped roof, is dearly visible 
on the wall that once sepa- 
rated the two houses. Opposite 
are ugly blocks of flats. 
Nearby, stands what was once 
an elegant pre-war office 
building, its rusting window 
flames empty of glass and its 
plaster peeling. 

Zwickau itself, in the state 
of Saxony, is a handsome 
town, now being spruced up as 
the prosperity - emanating 
from the new Volkswagen 
plant nearby - begins to have 
an effect But the mixture of 
the charmingly historic, the 


irredeemably ugly, and the 
totally rundown is common in 
east Germany. Some old build- 
ings survived, many as virtual 
ruins, through sheer neglect 
and lack of resources, while 
others were torn down to 
make way for utilitarian hous- 
ing, roads, or public buildings. 

For the construction indus- 
try, the task of rebuilding east 
Germany amounts to a late 
20th century bonanza. Accord- 
ing to a recent study by Do, 
the respected Munich-based 
economic research institute, it 


In east Germany, the 
surge in orders for new 
homes is only just 
beginning 


will cost some DM2,400bn 
($l.60flbn) by the year 2005 to 
bring living conditions in east 
Germany up to west German 
s tandards. 

All this amounts to 
DMISSbn a year, starting from 
1991, and represents DM9,800 


per east German inhabitant 
per year. 

By far the biggest slice of 
the total sum will be required 
for housing, both to improve 
existing homes and build new 
ones. Ifo reckons this will 
account for DM975bn (the fig- 
ures are all based on 1990 
prices); every year, around 

390.000 homes will have to be 
modernised and more than 

140.000 new ones built 
Making np most of the 

remaining construction needs 
in the east will be industry 
(DM528bn, including energy), 
transport (DM403bn), and 
environmental protection 
(DMl74bn). The sums are enor- 
mous, and the work is already 


in full swing. In the pretty 
town of Schneeberg, a short 
drive from Zwickau along the 
old silver route in the Erzge- 
birge (ore mountains), restora- 
tion work has been completed 
on the attractive white and 
beige town hall with Its crenel- 
lated tower. But a whole street 
near the main square has been 
ripped open for new pipes to 
be installed and the massive 
church which dominates the 
town la filled with scaffolding 
Inside and has long cracks in 
Its outside tower walls. 

The rash iff building sites in 
towns, along roads, and in 
industrial areas - many old 
factories are being torn down 
to be replaced by new commer- 


cial or production sites - 
holds out hope for the future 
on one hand and leads to 
chaos on the other. They are 
the visible aspect of the 
immense economic overhaul 
which east Germany is now 
undergoing. 

Last year, new building 
investment there totalled 
DM36,4bn, equivalent to 12 per 
cent of the investment in west- 
ern Germany. 

The public sector is leading 
the way, followed by industry. 
In tiie housing sector, progress 
is much more restrained. As 
Commerzbank notes in a study 
of the sector, repair and mod- 
ernisation work is moving 
ahead with the help of state 


finnnrial support, while I|H1p 
new housing is being built 
This reflects low incomes in 
the east and fear of unemploy- 
ment as well as high interest 
rates and bnflding price rises. 

Investment in new apart- 
ment blocks is also unattrac- 
tive since rents, now rising 
from the old heavily subsi- 
dised levels, are still too low 
to cover costs. Uncertainties 
over ownership and the debts 
of east German housing con- 
cerns are further dampeners. 

Commerzbank expects hous- 
ing investment to become 
more lively next year. But far 
more dynamic will be the 
industrial sector, s u p ported by 
state financial help for new 


investment In east Germany. 
Much of the g rowth , will con- 
tinue to be in the retail and 
service sectors - the big 
Quelle mail order concern, for 
instance, is bnflding a DMlbn 
distribution centre near Leip- 
zig - with the new owners of 
companies privatised by the 
Treuhand also investing. 

Altogether, Commerzbank 
expects building investment in 
east Germany to grow by up to 
20 per cent in real trams this 
year, with the sector having 
taken on the role of an eco- 


lt may cost DM2,400bn 
to bring living conditions 
In east Germany up to 
west German standards 


nomic locomotive. Private sec- 
tor building investment will 
continue to be buoyant in 
1993, bnt the public sector will 
continue to set the pace muter 
pressure from the huge mod- 
ernisation demands in trans- 
port, communications, energy. 


and the environment. 

In west Germany, too, the 
building Industry Is an impor- 
tant prop for the economy, 
though the heady expansion 
rate is slackening. Because erf 

the Still unfulfilled demand for 

new housing and business con- 
struction. the bank estimates 
real growth of 4 per cent in 
west German building invest- 
ment in 1992, followed by a 
marked easing to 1.5 per cent 
In 1993. With the tremendous 
inflow of people since 1987, 
mainly from east Germany 
and eastern Europe, about 
1.8m new homes are needed. 
People want bigger and better 
homes as their incomes rise. 

With tiie west German econ- 
omy now slowing down, it is 
clear that the construction 
industry will be unable to 
keep on grabbing new busi- 
ness as merrily as before. But 
there is still enough economic 
strength to keep builders 
happy for some time yet As 
for east Germany, the order 
surge is only just beginning 
there. 



SEEN THROUGH THE EYES 
OF IMAGINATION. AGFA. 


Nothing escapes Agfa. Neither reality, nor a product of the imagination. 
Agfa film and graphic systems offer photographers the possibility to 
fuse reality and illusion, to creatively manipulate an image. 

Film is Agfa’s visiting card. Everybody knows it Everybody loves it 
Professionals and amateurs alike. But Agfa is more than just film. 
For over a hundred years Agfa has been setting milestones along 
the road to today's hi-tech world of text and images. Photographic 


paper and photocopiers, X-ray film and cine-film, computer-controlled 
photo composition systems, digital art printers and mini-labs 
( a 1 hour labs') - Agfa provides vital stimulus in all areas of 
progress. 

The Agfa rhombus is a shining light in more than 140 countries on tel five 
continents. A symbol of quality in a world 
of light Pointing the way to the future. 
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European Savoir-faire 

New Perspectives and 
Opportunities 


The whole of Europe is taking on new and ex- 
citing dimensions. The European Community is 
in the process of creating the world’s largest uni- 
fied market. And die revolutionary changes in 
Eastern Europe are paving the way to a spectrum 
of new opportunities. 

Meeting these challenges will require the strong 
support of banks with substantial resources and 
a proven European savoir-faire. Deutsche Giro- 
zentrale - Deutsche Kommunalbank - is such 
a bank, being a central institution of Germany’s 
savings banks - the nation’s largest banking 
sector 

As a European public-sector financing institution, 
DGZ serves a growing clientele of corporations, 
banks, and government entities. The Bank pro- 
vides a wide range of commercial and investment 
banking services, including major syndicated fund- 
raising operations. 

Through our full-service branches in Berlin and 
Luxembourg as well as a wholly-owned subsid- 
iary in the Grand Duchy, DGZ offers the full scope 
of Eurobanking capabilities in line with individual 
client needs. 


Deutsche Girozentrate 
Deutsche Kommunalbank- 

M*ANKH'HT HI- HI IN 

The small tmm with big resources 


Tauninanlagc 10, D-6000 Frankfurt am Main I, Tel.: (06V) 2AVJ-0, Fax: lOM») 269J-490; Haiu-Beimler-Swasw 90. D-I0I7 Berlin, Tel: (0 Jo) 4285-0, 
Fax: (030) 42 85-270; Luxembourg Branch: 16. Boulevard Ruyjl, 1.-2449 1.uxcmbt«ur Bl TeL: (005 52) 47 45 60, Fax: (OOJ S2) 46 24 77; DC/ Irtccnutional 
SJL; 16, Boulevard Royal, 1.-2449 Luxembourg Tel: (00 J 521 462471-1, Fax: (00152)462477 


NOTHING ESCAPES AGFA 










In east Germany, violent attacks against asylum-seekers have shifted to smaller towns, largely in 
the north where economic conditions are worse, reports Leslie Colftt. Now there are pressures 
on the Bonn government to ban the east German neo-Nazi party, Deutsche Alternative 


German riot poBce u*e batons to disperse around 300 leftists In Leipzig, after they smashed car windows and hurled fireworks 
and stones following a demonstration against a rally of neo-Nazis 

The immigration issue: national self-confidence is wavering 
amid economic uncertainty, reports Christopher Parkes 

Tensions rise as the 
economy weakens 


T HERE is a popular belief 
in Germany, fostered by 
social affairs experts, 
that the rise of the extreme 
right does not offer any danger 
to democracy. 

Backed up by continuous 
assurances, notably from 
Chancellor Helmut Kohl, that 
Germany is “foreigner- 
friendly,” it rings increasingly 
hollow as the tally of killings, 
fire-bombings, and less overt 
signs of xenophobia increases. 
The number of attacks by 
right-wing extremists rose 
more than five-fold in 1991, and 
is continuing to go up this 
year. 

Although the level of vio- 
lence has eased since the 
August riots in Rostock on the 
Baltic coast in the former GDR, 
the wave of antipathy rolls on. 

Swelled by regular media 
reports which splash hMriltnng 
on the number of crimes com- 
mitted by “foreigners,” and 
pnllriHans making cap i ta] out 
of the alleged costs of housing, 
feeding and processing refu- 
gees, it has developed a 
momentum which government 
has been unable to dissipate. 

Most recent public attention 
has been focused on physical 
attacks on Roumanians and 
other registered asylum-seek- 
ers in eastern Germany, but 
the malaise has spread deeper 
and further. 

The defacement of Jewish 
monuments and memorials is 
once again commonplace. The 
so-called Jewish barracks in 
the former Sachsenhausen con- 
centration camp was burned 
down in late September. 

Earlier this month, right- 
wing extremists attacked a 
Greek school in Wuppertal. 
Expatriate staff of foreign com- 
panies have been tutored on 
how to dress and behave to 
avoid abuse or worse. 

Meanwhile, thousands of 
hapless asylum-seekers con- 
tinue to press into Germany 
through gateways opened up 


by the country's liberal asylum 
laws. Under the traditional 
interpretation of the so-called 
basic law, or constitution, any- 
one arriving in Germany ask- 
ing for political asylum must 
be admitted and his or her case 
investigated. 

This has long been inter- 
preted as a carte blanche for 
economic refugees from all 
over the world to make a bid 
for a better life in Germany. 
The long-term steady flow has 
turned to a flood following uni- 
fication, the collapse of the 
Soviet Union, the opening of 
Germany’s eastern borders 
with Poland and Czechoslo- 
vakia, and war in the former 
Yugoslavia. 

Recent monthly registrations 
of asylum-seekers have 
exceeded one a minute. By 
August the total for the year so 
far already matched the 256,000 
who arrived in 1991. Forecasts 
of 400,000 at most during 1992 
were revised upwards towards 
500,000. 

On today’s acceptance rates, 
fewer than 5 per cent of the 
total will be allowed to remain 
as genuine asylum cases. But 
all win be processed through 
the lengthy and meticulous 
procedures set out by the inte- 
rior ministry and the constitu- 
tional court. 

All will be distributed 
around the country - each 
Land or region allocated 
assorted groups according to a 
strict quota system - and an 
win be boused, fed and clothed 
at an estimated monthly cost 
of DM1,400 each. 

Debt-iaden local authorities, 
struggling with a national 
bousing shortage, and police 
and social services increas- 
ingly p-iaim they can no longer 
cope. 

Beyond the street battles, the 
signal fell ore of policy-makers 
and administrators to deal 
with the problem has led to 
widespread popular cynicism 
and loss of support for leaders 


of all the mflingtream parties. 

Indications of possible future 
trends have included the win- 
ning of seats in the Schles- 
wig-Holstein parliament by th e 
racist German People’s Union, 
and the installation of a power- 
fed voting bloc in the Baden- 
Wurttemberg legislature for 
the fanlight Republican party, 
led by Mr Franz Schtahuber, a 
former Waffen-SS officer. 

While vox pop soundings 
suggest that the vast majority 
of Germans despise and are 
shamed by the regular out- 
bursts of violence, other, more 
detailed investigations show 
up considerable antipathy to 
foreigners. A recent study by 
the Cologne Institute of Empir-' 
ical Psychology, which 
Involved more than 2,000 peo- 
ple between the ages of 16 and 
24, showed that a third admit- 
ted to being antagonistic 
towards non-Germans or at 
least harbouring xenophobic 
tho u ghts . 

A finding that is possibly 
even more significant 
is that only 25 per cent 
of the sample believed there 
ghnulri be no discrimination of 
any Mini a gains t foreigners. 

A broader sampling in early 
September by the respected 
Infos institute reported 25 per 
cent supporting repa tri a ti on of 
foreigners, and a good 50 per 
cent agreeing that “Germany 
belongs to the Gomans.” 

The shear volume of foreign 
faces, often concentrated in 
run-down, heavily-populated 
areas, and the proliferation of 
habits alien to the disciplined 
Germans, is producing unman- 
ageable tensions at a time 
when the economy is weaken- 
ing rapidly. 

National self-confidence is 
wavering under the influences 
of economic uncertainty, the 
realisation that the dream of 
unification is a potential night- 
mare, and the Impact of inter- 
national co ndemnatio n of the 


violence on Germans’ self-es- 
teem. 

The reactions of national 
political leaders, far from 
countering the uncertainty, 
have in fact reflected it in mag- 
nified form. Wide cross-party 
consensus is oaiipnrifll for any 

change to the basic law, but 
until recently government and 
opposition polities have been 
in turmoil. 

The three-party ruling coali- 
tion earlier fifig month healed 
its three-way split and agreed a 
compromise reform plan. 

H fl hi rning to Bnnn after the 
summer, the SPD leadership 
raised hopes of progress when 
it apparently gave up . its 
long-standing ideological resis- 
tance to any reduction of refu- 
gees’ rights. 

Mr Bjorn Engholm, party 
chief, declared himself ready to 
negotiate with government on 
constitutional amendments. 
But within weeks the regional 
membership was pressing 
party leaders to change tack 
once again, and promising 
chuncplln r- canriiriflte Mr Engh- 
olm an uncomfortable time at 
the next party assembly in 
November. But his discomfort 
will be minor compared with 
the tribulations of the belea- 
guered refugees. 

As long as International and 
domestic economic conditions 
deteriorate and the flow of 
newcomers continues without 
dear initiatives from Bonn, so 
the potential among native 
Germans for resentment and 
violence seems likely to grow. 

The so-called “asylum prob- 
lem” has developed into Ger- 
many's most pressing domestic 
political and social challenge. 
It has fostered the re-emer- 
gence of the for right as a 
potent political power through- 
out the country and damaged 
the east’s hopes of winning 
vital foreign investment. 

It has also put the German 
people at odds with themselves 
- and the watching world. 


F RANK HUBNER, leader 
of the east German neo- 
Nazi Deutsche Alterna- 
tive (DA), carefully inspects 
my business card and passport 
as he sits in the front seat of 
ray car. 

In the rear-view mirror I can 
see two of Huhner’s large col- 
leagues lingering in the back- 
ground. The 27-year-old lead- 
er's black hair is fashionab ly 
cropped and he wears an 
expensive-looking black 
leather jacket, shirt and trou- 
sers. 

“You will be billed DM450 for 
a one-hour interview,” be says, 
speaking softly. He certainly 
belies the popular image of a 
rabble-rousing fascist. 

“It’s for my loss of earnings 
during the time,” he 
politely. 

I reply that we do not pay for 
interviews. Did he only give 
them for money? 

“It’s a matter of principle,” 
he says without blinking. 

Hubner strolls back to the 
cramped flat he shares with a 
wife and baby in, ironically, 
Bertolt Brecht Strasse, named 
after the anti-Nazi German 
playwright. It is located in 
Sachsendort a sprawling hous- 
ing-district of Cottbus where 
militant right-wing youths on 
four consecutive nights last 
month hurled Molotov cock- 
tails and stones at an adjoining 
hostel for asylum seekers. 

Sachs endorfs endless rows 
of bleak pre-fob apartment 
blocks are borne to nearly 
30,000 east Germans. Several 
thousand of them watched 
approvingly when the hostel 
was under siege. 

H Abner’s Nazi views are 
available to anyone who reads 
the Brandenbutger Beobachter, 
the DA newspaper which bris- 
tles with crude racist propa- 
ganda and anti-semitic car- 
toons. 

Security nffiefate in Brendan - 
burg state are convinced that 
he exerts a decisive iwfimmne 
on about 150 young DA sup- 
porters in the Cottbus area 
which borders an Poland. But 
in his public statements, Hfib- 
ner appears reasonable, divor- 
cing himself from the wave of 
violence against asylum seek- 
ers. 

He Is fully aware of the 
growing pressures on the Bonn 
government to ban the DA as a 
neo-Nazi party. This be wants 
to avoid at all cost, as the 
party would then be unable to 
contest future local east Ger- 
man elections. 

The unbroken attacks 
against asylum seekers have 
shifted to smaller towns, 
largely in the north where eco- 
nomic conditions are worse. 
But Ms Simone Wendler, a 
politically-active resident of 
Sachsendorf said all the ele- 
ments still exist for a revival of 
violence there. . 

This is so despite the fact 
that unemployment in Cottbus 
is lower than elsewhere and 
most young people have 
apprenticeships. The causes of 
the violence were not primarily 
economic she suggested. 

“The GDR’s past is the key 
to understanding the prese nt ," 


Ms Wendler says. She recalls 
the trial in Cottbus last year of 
a neo-Nazi accused of torching 
a youth hosteL He told the 
court that in history class they 
were taught that only the Com- 
munists were good and that 
other Germans were bad. This 
was a lie, the young man pro- 
tested. 

Many east Germans react 
similarly to the 
black-and-white view of the 
. world which was pounded into 
them for more than 40 years, 
Hubner himself was impris- 
oned in 1986 as a militant skin- 
head and bought free by the 

‘Extremists are 
exploiting the 

dissatisfaction among 
young people* 

west German government He 
subsequently linked up with 
Michael Ktthnen, the late West 
German neo-Nazi leader. 

A further explanation for the 
eruption of waHnnaliam anmwig 
east Germans was the previous 
suppression of their German 
identity by the Communists, 
Ms Wendler says. 

■ The final reason is 
socio-economic. The GDR was 
an egalitarian society and 
many east Germans who had 
enjoyed a middle class life 
style were plunged into an eco- 
nomic social underclass 
after 1989. The resulting inse- 
curity and fear was wide- 
spread. 

Ms Windier insists that it is 
wrong to punish the 15-year- 


olds who threw stones at the 
hostels while foiling to prose- 
cute the neo-Nazi ideologists 
who stirred them up. 

“But no-one in the German 
government appears willing to 
stand up and condemn the neo- 
Nazis on moral grounds.” she 
complains. 

Even the Christian Demo- 
cratic Mayor of Cottbus, Wal- 
demar Kleinschmidt, while 
condemning the attacks on 
asylum seekers, previously 
tried to woo over the rightwing 
extremists to democracy. 

At the entrance to the hostel 
for asylum seekers - which 
formerly housed the families of 
Soviet army officers - one of 
the occupants had poignantly 
scrawled the misspelled words: 
Azilant Gut ("Asylum-seekers 
good"). 

Most of the 900 or more resi- 
dents at the hostel are from 
Romania and Bulgaria of 
whom 60 per cent are gypsies. 

After wading across the 
nearby Neisse river from 
Poland, a single word - asyl 
(asylum) - spoken to a Ger- 
man official, sufficed to get 
them into the hostel where 
the; were given clothing, liv- 
ing quarters and money. A 
large family can receive up to 
DM450 a month which enrages 
many east Germans who say 
they get no more in welfare 
payments. 

Nearly 30 battered cars pur- 
chased by occupants of the 
hostel stood outside the gates 
along with several tracks 
being loaded with goods for 
Romania. 

Across the broad Lipezker 


Strasse, which last month sep- 
arated the hostel from hun- 
dreds of rightwing assailants, 
are rows of German flats with 
flower boxes and neat curtains. 

Michael Micheifeit and his 
wife Ulrike were visiting his 
mother in oue of the flats. In 
the past, he said the asylum- 
seekers had rummaged 
through the garbage bins of 
the Germans In search of usea- 
ble items. During the dry sum- 
mer their children set fires 
between the rows of garages 
and frequently snatched the 
purses of elderly women. 

"Sometimes you catch your- 
self agreeing with some of the 
rightwing slogans against the 
asylum seekers,” Uirfke 
admits. 

She said the authorities 
would have to clamp down 
more forcefully on the extrem- 
ists who were exploiting the 
dissatisfaction among young 
people. In fact, the Branden- 
burg authorities have -taken a 
tougher line toward the neo- 
Nazis than officials in adjoin- 
ing Mecklenburg-Vorpommern. 

Gunter Noack, who was load- 
ing tools Into his car, said he 
and most other people in Sach- 
sendorf disapproved of the 
attacks on the hostel. 

“They were destroying mate- 
rial assets,” he said, pausing 
briefly, “. . . and endangering 
lives. The asylum-seekers are 
people, too. But the govern- 
ment must stop them from 
pouring in and hand down 
tough sentences on the neo- 
Nazis,” he says, reflecting a 
widely-held view in east Ger- 
many. 


Down-to-Earth 

Solutions. 


Degussa is a 
world leader in the 
development of prod- 
ucts and processes 
that will help our 
environment for 
many years to come. 

The solutions 
we offer for environ- 


mental protection 
have helped reduce 
the strain, not only 
on mankind, but 
on the earth itself. 

For Degussa. it 
all began with gold 
and silver. Today, we 
shine in many more 
fields. 
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I VERY quarterly period 
since last year brought 
I optimistic government 
forecasts that the east German 
economy was about to touch 
bottom and would slowly begin 
to emerge from the trough. 

But the calculated optimism 
did not alter the realities. 

In spite of DM150bn in trans- 
fer payments from west to east 
Germany this year, the east 
German economy continues to 
scrape along the bottom of the 
chans. The old state monopo- 
lies are being dismantled more 
quickly than new private 
enterprises can be erected. 

Even lower unemployment 
figures of l.lm last month (1&6 
per cent) - 75,000 less than at 
the beginning of the year - 
were no cause for optimism. 
Real unemployment is well 
over 30 per cent. 

More than 300,000 short-time 
workers produce little which 
can be sold in return for their 
German government-subsi- 
dised wage. Another 400,000 
east Germans are kept off the 
unemployment rolls by public- 
ly-financed job-creation pro- 
grammes, which are to be abol- 
ished. Nearly 800.000 citizens 
receive pensions five years in 
advance of normal retirement 
age. Still another 500.000 east 
Germans have moved to west 
Germany to find work while 
500,000 commute to jobs in the 
west 

It is the west German tax 


THE EAST GERMAN ECONOMY 


Optimists repeatedly disappointed 


payer, especially lower and 
medium-income groups, who 
bears the brunt of these social 
welfare payments which main- 
tain consumption in east Ger- 
many. Small wonder that poli- 
ticians speak of the urgent 
need to spread the growing 
burden of support for east Ger- 
many to all west Germans. 
This, however, will call for sac- 
rifice; which the Bonn govera- 

The outlook for the 
white elephants of east 
German industry Is 
increasingly gloomy 

meat, faced with elections in 
1994. has been loath to 
demand. 

The figures at the end of two 
years of unification are fairly 
grim. Gross domestic product 
in east Germany of nearly 
DMlOObn in 1990 plummeted to 
DMSObn. Employment, which 
in the first half of 1991 still 
stood at 9.3m, fell to only 6m in 
the second half of this year. 

As a result of the sharp rise 
In east German wages, from 
DM1,407 per worker to 


DM2,725, competitiveness actu- 
ally fell to 35 per cent of the 
west German level. 

The Bundesbank put it opti- 
mistically when it said that 
despite improvements in some 
areas there was no evidence of 
a “self-sustaining recovery." 

The German Institute for 
Economic Research (DIW) in 
Berlin observed that even 
growth in construction activity 
in east Germany, which was 
expected to be dramatic, 
turned out to be “disappoint- 
ing." 

In spite of a 200 per cent rise 
in demand for publicly-fi- 
nanced construction projects 
since the start of the year, 
actual investment in construc- 
tion rose only 45 per cent. The 
gap was caused by the difficul- 
ties which inexperienced east 
German officials had in coping 
with highly-complex west Ger- 
man building regulations. 

Private building activity has 
performed even worse, as a 
stroll through any of east Ger- 
many's major cities confirms. 
Construction is still hampered 
by the official ruling that the 
return of property to former 
owners takes precedence over 



Costly environmental dean-ups are now required, following 
widespread in d u str ia l pollution In the former GDR 


indemnifying them. Contested 
property cases clog the courts 
in east Germany and are the 
main reason that the building 
boom has been stifled. 

East Germans place much of 
the blame for the massive dein- 
dustrialision of their region at 
the doorstep of the Treuhand 
agency, which is responsible 
for privatising former state 
companies. 

Yet the Treuhand’s achieve- 
ments are impressive. Nearly 
9,500 companies out of the 


agency's original 12,000 were 
sold, albeit frequently for a 
no minal price after the Treu- 
hand assumed debts and envi- 
ronmental liabilities. Privatisa- 
tion led to pledges of 
DM15L3bn in investments and 
guarantees for retaining 1.3m 
jobs. 

Rescuing former state Kom- 
binate (conglomerates) which 
were written off as basket 
cases only a half a year ago is 
now official Treuhand policy. It 
has no choice. Allowing them 


to go under would eliminate 
more than 500 producers and 
550,000 jobs, including virtually 
the entire chemical and 
machine-building industries. 

Only a few months ago, Mrs 
Birgit BreueL the Treuhand’s 
president, scoffed at the idea 
that these companies might 
end up as wards of the state. 
But now senior members of the 
German government openly 
speak of the need to protect 
and support east German 
industries in much the same 
way as in the 1350s Volkswa- 
gen and Salzgitter remained, 
state companies in west Ger- 
many nntfl they were strong 
enough to stand on their own. 

The Treuhand’s debts, 
already expected to rise to 
DM250bn by the end of 1994, 
are almost certain to be a good 
(teal higher, according to insid- 
ers at the agency. The outlook 
for the white elephants of east 
German industry appears 
gloomier than ever. Orders 
have dwindled to virtually nil 
at former Kamhina te such as 
the sprawling Sket engineering 
plant in Magdeburg and the 
Takraf crane factory in Leip- 
zig, which exported the bulk of 


production to the former 
Soviet Union. Russia and the 
other CIS successor republics 
are unable to provide the 
counter-guarantees which 
would release DM5bn in Her- 
mes export credit guarantees 
by the German government. 
Invariably, where the Treu- 
hand has succeeded in privatis- 
ing huge former state compa- 
nies such as shipyards and 

The west German 
taxpayer bears the brunt 
of east German social 

welfare payments 

steelmills, it has been an 
expensive procedure for the 
German taxpayer. In this 
month's sale of the Waraow 
shipyard, the heart of the east 
German shipbuilding industry, 
to Kvaerner of Norway for the 
largely symbolic price of 
DMlm, the Treuhand pledged 
to provide DM438m in invest- 
ments to modernise the yard 
along with DM73m from the 
state or Mecklenburg-Vorpom- 
mern. In addition, the Treu- 
hand agreed to compensate 


Kvaerner for up to DMSftta in 
possible losses over the coming 
four years. Industry sources 
said the Treuhand also will 
pay more than DM250m in 
Warnow debts as well as 
assuming liabilities for old con- 
tracts amounting to nearly 
DM600m- In return, Kvaerner 
agreed to invest DM96m and to 
retain 2,150 jobs in the ship- 
yard. One knowledgeable Ger- 
man observer estimated that 
saving each one of the 8,000 
jobs in east German shipbuild- 
ing up to 1996 will cost the 
taxpayer DM820,000. 

The Treuhand has agreed to 
pay DM300m and the state of 
Brandenburg DMSOm in assis- 
tance to Krupp so that it would 
take over and modernise the 
Eko steelworks at the Polish 
border. But Krupp, facing 
mounting losses of its own in 
Steel production, showed signs 
of losing interest in the deg) , 
which in any event would need 
approval by the EC. 

Agriculture in east Germany 
has fared no better than indus- 
try. The former collective 
farms are strangled with debt 
and the German government 
shows little willingness to 
relieve them of the burden. 

Small-scale German fanners 
in the west, a potent Lobby, do 
not want competition from 
large, potentially efficient co- 
operative farms in the east 


Leslie Colitt 


A LTHOUGH Germany’s 
hlstoricaliy-close trad- 
ing Hnks with Hassle 
and Ukraine have suffered, 
German companies are prepar- 
ing for the time when the 
republics of the former Soviet 
Union will again be able to 
buy their goods and know-how 
mi a large scale. 

The composition of Ger- 
many's flourishing trade with 
the Russian Empire before the 
first World War was r emar k- 
ably similar to that of recent 
years: Russian oil, lumber and 
other raw materials in 
exchange for German machin- 
ery. 

After 1945, Soviet-occupied 
East Germany was forced to 
pay nearly Marks lOObn in rep- 
arations to Moscow and to re- 
orient Its entire production to 
satisfy Soviet industrial 
demands. West Germany 
became a leading supplier of 
higher technology products 
and Moscow's largest Western 
trading partner. 

The extent of East Ger- 
many’s dependence on the 
Soviet market is shown by the 


trade statistics in 1990. East 
Germany exported goods 
worth DMl7-8bn to the Soviet 
Union - 47 per cent of total 
East German exports - and 
imported DM9.1 bn - 40 per 
emit of imports. Nearly 500,000 
East Germans depended 
directly or indirectly on sales 
to the Soviet Union which 
bought 30 per cent of East Ger- 
man machin ery and vehicles 
and 17 per cent of electrical 
engineering products. 

The Soviet Union also relied 


Before the First World 
War, Germany had a 
flourishing trade with 
the Russian Empire 

on East Germany for items 
such as large factory Ashing 
vessels, harbour cranes, body 
presses for car factories, cable 
machinery as well as 
long-distance railway passen- 
ger cars. 

East German imports from 
Moscow consisted of oil and 
gas which, along with coal. 


Leslie Colitt examines prospects for trade with eastern Europe 

Hopes remain long-term 


iron and other metals, sup- 
plied more than 80 per cent of 
consumption. 

West Germany’s trade with 
Moscow was, by comparison, 
insignificant to the German 
economy as a whole bnt of 
considerable importance to 
Moscow for key items such as 
flh«n!«il plants and large-di- 
ameter seamless pipe for natu- 
ral gas pipelines. 

In 1990, West Germany 
exported DMio.4bn to the 
Soviet Union - 2 per cent of 
total West German exports - 
and imported DM9.1 bn - 2 per 
cent of total imports. 

United Germany’s trade 
with the Soviet Union last 
year was hit foil square by the 
Inability of Moscow to pay 
Deutsche Marla for east Ger- 
man goods. German exports 


plummeted by 35 per cent to 
DMZSJHm and imports fell 20 
per cent to DMl4.6bn. The col- 
lapse continued this year, with 
trade in the first six months 
falling by nearly 80 per cent 

Desperate calls came from 
BDI, Federation of German 
Industry, and DIET, Goman 
Chamber of Industry and 
Trade, for the German govern- 
ment to provide barter trade 
guarantees to help revive Ger- 
man trade with the CIS succes- 
sor states. 

Germany’s Hemes export 
credit guarantees of only 
DMSbn for trade with CIS this 
year were taken up largely by 
east German companies but 
Russia and the other republics 
were unable to provide work- 
able counter-guarantees. Trade 
virtually ground to a halt 
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Mr Otto Wolff von Ameron- 
gen, head of German indus- 
try’s Eastern Board of Trade, 
even advocated using roubles 
to finance trade with the CIS. 
The roubles earned by German 
companies would be subse- 
quently used for investments 
in Russia and the other repub- 
lics as well as purchases of 
commercial properties he 
suggested. 

Mr Arkadi VolskL the influ- 
ential head of the Russian 
Industrialists Federation, pro- 
posed using barter and clear- 
ing arrangements to overcome 
payments problems during a 
visit to Berlin. 

He said the former Soviet 
Union had 58,000 items of 
machinery and equipment 
from former East Germany 
which had broken down or 
were about to do so because of 
a lack of spare parts. 

One dramatic example was 
the large Industrial presses 
from Erfurt in every Russian 
car and truck factory which 


were in dire need of repair. 

Most of the giant former 
East German Eombinate 
which sold between 40 and 60 
per cent of their products to 
the Soviet Union have lost vir^ 
tually the entire business. 
Only for a few is there a shim- 
mer of hope that the CHS mar- 
ket will revive in time to make 
a difference to their parlous 
balance sheets. 

Cart Zeiss of Jena, once east 
Germany’s most prestigious 
optical and precision engineer- 
ing producer and a leading 
supplier of the Soviet defence 
and space industries, said the 
Russian Government had 
ordered DM 180m worth of 
Zeiss products and placed 
them on a priority list Queries 
had gone out for an additional 
DMlOOm in Zeiss products. 

But the Russian government 
was still unable to guarantee 
any of the payments so that 
this year Zeiss expected to sell 
only DM750,000 in products to 
Russia. 


As a result Zeiss 1 total turn- 
over would be DM1 50m 
insimiri of the DM200m expec- 
ted earlier. 

Deutsche Waggonbau 
(DWA), Germany’s largest pro- 
ducer of rolling stock with five 
factories in east Germany, has 
DM2Jbn in orders from Rus- 
sia and other CIS republics for 
its long-distance passenger 
carriages and freight cars. 

This represents 70 per cent 
of DWA's output and is cov- 
ered by Hermes export credit 

East Germany used to 

export almost half Its 
goods to the former 
Soviet Union 

guarantees and payment guar- 
antees by the Russian Govern- 
ment More than half of the 
exports this year were paid for 
by mid-year but it was highly 
uncertain whether the bills 
would continue to be paid. 

Daimler-Benz and other 
large west German companies 
whose sales to the ex-Soviet 
Union were never of vital 
importance, are taking a 
long-range view of ' trade pros- 
pects with CIS. 

During a recent swing 
through the central Asian 


republics of CIS by DB's chair- 
man, Mr Werner Niefer - one 
of the few to the area by a 
prominent Western Industrial- 
ist - DB signed a letter of 
intent with Uzbekistan that it 
would explore possibilities to 
jointly produce “several hun- 
dred thousand” four-wheel- 
drive vehicles annually in the 
central Asian republic. 

Turkmenistan expressed 
interest in assembling three- 
axle Mercedes trucks and Mr 
Niefer signed an agreement 
with Kazakhstan for the deliv- 
ery of several thousand cars 
and trucks. 

DB discovered to Its relief 
that payments problems were 
“unexpectedly small" as the 
central Asian republics had 
oil, gold and other natural 
resources to sell. 

Possibilities for co-operation 
in aerospace were also 
sounded out by DB as Kazakh- 
stan has a factory producing 
passenger aircraft but is lack- 
ing modern engines. 

Mr Niefer rounded out his 
tour of the former Soviet 
Union in Russia where DB 
plans to deliver the production 
line for the model 0303 bus 
which has been phased out-in 
Germany and is to be pro- 
duced at a newly-built factory 
near Moscow. 
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Bright prospects for the port-city, media 


metropolis and high tech centre 


Hamburg: a 
revitalised 
gateway 


I T IS hard to believe that 
Jnst seven years ago, Ham- 
burg was trailing behind 
the rest of West Germany, a 
depressed city with double the 
national average unemploy- 
ment. 

Its poet and its shipbuilding 
industry had been through 
traumatic adjustments with 
redundancies, and the big 
oil refining industry was lan- 
guishing from the effects of the 
latest oU price shock. 

Germany’s prosperity 
seemed to be shifting ever 
more to the south, leaving the 
proud Hanseatic port city out 
on the periphery of both the 
German and the European 
economies. 

And then the city picked 
itself up. Today it is bursting 
at the seams, the streets bust- 
ling, shops bulging with goods, 
cranes swinging over a string 
of large property develop- 
ments, and with an air of 
self-confidence which would 
have been unthinkable back in 
1965. 

Business at the port is stron- 

Following German 
unification, Hamburg is 
now an Ideal gateway 
to eastern Europe 

ger than ever, while financial 
services, especially insurance 
and banking; run second only 
to Frankfurt; and Hamburg is 
the undisputed media capital 
of Germany. 

Where it is was formerly 
headquarters for a declining 
shi pbuilding industry, it is the 
aerospace and aviation sector, 
with Deutsche Airbus, and 
Lufthansa’s marketing and 
maintenance divisions, which 
is the do minant force today. 

Part of the story is about 
German that wind- 

fall of history which has left 
Hamburg no longer cut off, 
with a third of its natural hin- 
terland behind the Iron Cur- 
tain, bat ideally placed as the 
test equipped gateway to east- 
ern Germany and the rest of 
eastern Europe - not to men- 
tion a revitalised Baltic ; Sea 
basin. 

But unification was really 
only the icing on the cake. For 
Hamburg had already manag ed 
to turn the comer towards a 
recovered prosperity well 
before the Berlin Wall came 
down: it is rather a story of the 
remarkable depth and resil- 
ience of the German economy. 

“Things looked lousy for us 
back in 1985," says Dr Urda 
Martens-Jeebe, of the Hamburg 
busine ss de velopment corpora- 
tion, (HWF). 

“There was the oil price 
shock (five oil majors have 
their German headquarters in 
Hamburg), unem p loyment was 
rising, shipyard subsidies were 
being drastically cut it was a 
structural and economic cri- 
sis." 

That was the year when the 
HWF was founded, in what at 
the time must have appeared 
as a fairly desperate effort to 
bring back jobs to the city. It 
was also the year the city hit 
the bottom of its own regional 
recession, and started to 
bounce back. It was a fortunate 
coincidence. 

“From 1966/87, the growth in 
investment picked up to the 
national average," according to 



Dr Claus Noe, the state secre- 
tary for economics in the city 
government “It was the first 
■ signal that the structural crisis 
had been overcome. 

"Between 1987 and 1989, two 
things happened which hel ped 
Hamburg. First, the psycho- 
logy disappeared that there 
was a north-south divide in 
Germany. And that was sup- 
ported by the development in 
competitive costs. 

“Our big rivals, such as 
Munich, Frankfort and Dfissel- 
dorf, were showing classic 
symptoms of boom conditions: 
rents, land prices, and trans- 
port problems were all combin- 
ing to frighten off the inves- 
tors. They started looking 
around for another site, and 
Hamburg suddenly was in 
demand." 

Hamburg may have suddenly 
started to enjoy a significant 
competitive adva ntage , but the 
hard graft of the HWF has also 
paid off. The aim was to make 
the city more conscious of 
investors, and investors more 
aware of the city. 

“We had to malm the city 
more friendly towards busi- 
ness” says Dr Martens-Jeebe. 

“It is our job to make it clear 
if the gmnnmic policies of the 
Senate - the city’s governing 
council - are not in the inter 
ests of the business commu- 
nity.” 

The HWF tried to identify 
those areas where, in spite of 
its restructuring problems, the 
city stfll was a leader. 

“We had forgotten what 
Hamburg offered. Everyone 
assumed the high tech loca- 
tions were in the south. But 
medical technology was here 

— *nd pharniflnmiHnflla 

“It is the media metropolis, 
all the big publishers were 
here. And it was already a 
headquarters for civil aviation. 

“We had to create an invest- 
ment consciousness: that it 
was good and right to be in 
Hamhiirg There was no point 
in trying to get the sort of 
industries in Munich - we are 
not going to get a major motor 
manufacturer.” 

Then the HWF concentrated 
on .markets for potential inves- 
tors: particularly Scandinavia, 
Britain (with very strong his- 
torical ties to Hamburg), the 
east coast of the US. and the 
Far East 

The real success story has 
been with investors from the 
Far East: they Identified Ham- 
burg as the ideal base for a 
foothold in the future single 
EC market 

hi 1987, the Evergreen con- 
tainer shipping company from 
Taiwan decided to make its 
European headquarters there. 
Today there are 63 different 
Taiwan operations in the city. 

Part of Hamburg’s attraction 
has been its life style. Being a 
big media centre helps: there is 
a thriving cultural scene, and a 
lively intellectual community. 

Hamburg is trying to attract 
head offices, rather than big 
manufacturing operations, for 
which it does not really have 
the space - “the living condi- 
tions are good, so they have no 
difficulty getting their manag- 
ers to come here willingly.” 
says Dr Martens-Jeebe. 

At the same time, Hamburg 
is now cooperating with the 
neighbouring federal state of 
Schleswig-Holstein, not com- 
peting. the city tries to attract 


* 



Overlooking the Blnnenalaten the church towers of St Jacobi and St Petri dominate Hamburg’s c8y sky One 


the headquarters, while the 
factory site can be located in 
Schleswig-Holstein. 

All that was happening 
before 1989, when the Berlin 
Wall came down. Unification 
simply meant that the revival 
of Hamburg suddenly acceler- 
ated: imports soared, construc- 
tion companies won new con- 
tracts in the east, the city's 
food processing industries, 
breweries and the like found a 
huge new market on their 
doorstep. 

In 1935, about one third of 


Hamburg’s income pgmf> from 
its economic ties with what 
became East Germany. Now 
that is likely to be realised 
again. 

It is not only eastern Ger- 
many. For all its economic 
plight, the liberation of eastern 
Europe and the Soviet Union 
has opened up the Rflhfo Sea 
as a whole economic area. And 
the applications of Sweden and 
Finland to join the EC, as well 
as the presence of all Scandina- 
via in the European Economic. 
Area, wMn» that Hamburg is 


no longer on the periphery. 

Of course, there are prob- 
lems. Rents for hrmaityg have 
increased about 40 per cent in 
five years. There is an urgent 
need for a fourth crossing of 
the river Elbe to relieve traffic 
congestion. And the relatively 
high structural unemployment 
r emains . 

One problem is that with all 
the high technology industries, 
Hamburg has not teen attract- 
ing jobs for its unqualified 
workers - “we are a high 
wage, high technology city,” 


comments Dr No& 

“Unqualified workers are not 
needed in a high technology 
service centre. That is a big 
problem,” he adds. The only 
other thing Dr No6 is worried 
about is that Hamburg will be 
described as a “boom town.” 

“We don’t izlce that expres- 
sion,” he says. “It means the 
last phase of the economic 
cycle - and it means over- 
heating. There is no talk of 
that here yet” 

Quentin Peel 
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Not far from Hamburg’s bustling shopping area, visitors relax 
at a waterfront restaurant (Pictures by Tony Andrews) 


Europe “1932 AD. 
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OUR CITY IS THE ONE 


German 

Brief 

“If you're really serious 
about doing business in 
Germany, you should 


subscribe to GERMAN 


Today, it ii ram viol than ever to have an 
insight into the German economy, already 
the powerhouse of the EC and likely to 
achieve even greater nrength In pod 1992 
Europe. Moreover, Germany’* unique 
position a* the guevmy to Eutera Europe 
make* U an important springboard to ocv 
and developing markets is the East. 

GERMAN BRIEF, published monthly with 
weekly update* by Frankfurter AOgemdne 
Zeitung Infinnuiiiui Services, is es s enti a l 
reaiSag for fanenon and esporten as sell as 
for tanker* and analysis. 

GERMAN BRIEF provide* mbstsibem wide 



IN THE MIDDLE. 


You can see for yourself. The 


opening of Eastern Europe and the 


future Single European Market; have 


given us completely new perspectives 


Now Hamburg is right in the 


middle of Europe again. That's 


why people everywhere are talk- 




trade — as the ideal location for in- 


vestors. Everywhere, that is, except 


in Hamburg. Because people here 


have always known how profitable 


trade without frontiers is. For 


more information contact: De- 


partment of Economic Affairs, 



ing about Hamburg — 


the hub of European 
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T heatre, opera houses 
and orchestras in east 
Germany which until 
1989 served as heavily-subsl- 
dised showpieces of the Com* 
munist leadership in Berlin are 
being forced to adjust to a 
somewhat less profligate 
patron in far-off Bonn. 

Cries of betrayal arose from 
Rostock to Gera when the Ger- 
man government announced in 
its planned budget for 1993 that 
subsidies for culture in east 
Germany would be slashed to 
DM350m from DM780m this 
year, (DM900ra in 1991). 

Mr Hans-Joachlm Meyer, the 
CDU minister of arts in Sax- 
ony, the most populous east 
German Land which receives 
nearly 40 per cent of the subsi- 
dies, warned that if such cuts 
took place bis state could not 
support its museums, theatres 
and orchestras of which even 
the smallest towns boast. 

“Even the existence of the 
opera houses in Leipzig and 
Chemnitz would be threat- 
ened," he said Leipzig has one 


East German cultural scene 


Arts subsidy cuts 
now restored 


of the leading opera houses in 
Germany and Chemnitz has 
only just rebuilt its bombed- 
out opera house which is to be 
re-opened in December. 

Already under severe attack 
in east Germany for allowing 
the region’s industry to col- 
lapse, Chancellor Helmut Kohl 
bad second thoughts about 
opening hims elf to criticism 
that he was about to devastate 
the cultural landscape of east 
Germany. 

After hearing the complaints 
of the five east German Lander 
chiefe - all but one from his 
own CDU - Chancellor Kohl 


agreed to restore many of the 
cuts. The cultural allotment for 
east Germany was raised to 
DM650m next year. 

This figure does not include 
additional subsidies to the per- 
forming arts in east Berlin 
which come out of special cul- 
tural allotments in the Berlin 
and Federal budgets. 

The German taxpayer has 
been spared the cost of rescu- 
ing the east German film 
industry located at the pre-war 
UFA studios at Babelsberg out- 
side Berlin. 

CGE of France and Bertels- 
mann. the German media 


giant, combined to purchase 
the DEFA studios at Babels- 
berg from the Treuhand priva- 
tisation company and plan to 
build a media city bousing two 
German television networks, a 
film academy and the reno- 
vated DEFA studios now 
headed by Volker Schlondorff, 
the film-maker, and the French 
businessman, Pierre Cou- 
veinhes. 

East German theatres in par- 
ticular have been hit. by the 
dramatic Call in purchases of 
tickets by citizens whose prior- 
ities have shifted to durable 
consumer goods, travel and. In 


the case of the unemployed, 
sheer survival. Fewer than half 
the number of tickets were 
sold in the past year (a total of 
42m), compared with 1389. 

In order, to reduce costs, sev- 
eral towns such as Halbezstadt 
and QuedMburg in the Haxz 
Mountains have decided to 
amalgamate their theatres 
along with Freiburg and 
Ddbeln in Saxony. 

East German theatre, opera 
and orchestra personnel have 
agreed to a relatively modest 
5.4 per cent increase in pay 
this year and to delay until 
next January ! receiving 74 per 
cent of the pay of their west 
German counterparts. 

But the axe is expected to 
fall in 1994 when Federal subsi- 
dies for culture in the east are 
to be slashed to virtually zero 
and the foil brunt of subsidis- 
ing the performing arts will 
fall on the impoverished east 
German rjindw jrari communi- 
ties. 


Quality of life in Germany: a personal view 


More pluses than 


minuses 


After six years in Germany, FT correspondent Andrew Fisher 
is preparing to return to Britain. Here, in a personal view, he 
presents his likes and dislikes about life in modern Germany 


Leslie CoNtt, Berlin 


Boost for Berlin opera houses 


SOME SMALL less-developed 
countries have budgets not 
much larger than the DMl-2bn 
annual subsidy which will be 
showered next year on Berlin’s 
opera houses, symphony 
orchestras, theatres and 
museums, writes Leslie Colli tt. 

Next year’s cultural budget 
will rise by a heady 19 per 
cent to hit a record 2.7 per 
cent of total city expenditures. 

Even Berlin’s cultural 
balance sheet this year does 
not exactly reflect 
hard-strapped budgets in 
Berlin and Bonn: revenues 
consist of a paltry DM107m 
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Lifestyles are changing fast 


while expenditures are a 
whopping DM986m. The 
difference is made up by 
DM66S.4m in subsidies from 
the Berlin budget and 
DM210xn from the German 
government 

Although Berlin supports 
no less than three leading 
opera houses - two in the east 
and one in the west - any 
suggestion that this might 
be a luxury at a time of strict 
budget constraints is regarded 
as heresy. A flourishing 
operatic, musical and 
theatrical establishment - 
itself a not insignificant 
economic entity employing 
45,000 people - is also seen 
by the business community 
as an important element in 
attracting top-flight executives 
to Berlin and enhancing 
Berlin’s appeal for visitors. 

All three Berlin opera 
houses have top directors to 
match the more than DM1 77m 
they receive in subsidies. 

Opera buffs can choose 
between the Deutsche Oper 
(DM78.4m) under Goto 
Friedrich, the Komische Oper 
(DM41 .2m) led by Harry 
Kupfer and the Staatsoper 
(DM58m) under its new 
artistic director, Daniel 
Barenboim. 

Despite the subsidies, the 
blood-letting in personnel of 
the two east Berlin operas has 







In east Berlin, rising living costs have led to a fall In theatre ticket sales 


been heavy. Nearly a third . 
of the singers at the 
Staatsoper were sacked and 
Georg Quander, the Iutendant, 
said tartly that if artistic 
criteria had been the sole 
yardstick - and not job 
security regulations - then 
only one-third would have 
survived. Gotz Friedrich, 
whose Deutsche Oper has bred 
top-flight singers such as 
Jessye Norman and Cheryl 
Sweet, and Harry Kupfer are 
both in the “realistic music 
theatre” tradition of the late 
Walter Felsenstrin. Thus, even 


a lyrical performance of 
Verdi's La Boheme by 
Friedrichs at the Deutsche 
Qper manages to portray the 
sharp social divisions of the 
time. 

Berlin’s other cultural jewel, 
the Berlin Philharmonic 
Or ch estra which gets 
DM23.4m in subsidies, is 
under the baton of its new 
artistic director, Claudio 
Abbado, who is having few 
problems filling the shoes of 
the late Herbert von Karajan. 
Radio-Symphonie-Orcbestra 
(DM7 .4m), conducted by 
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V hfllmir Ashkenazy, b us 
gained greatly in stature in 
recent years. Berliner 
Snfonfeorchester (DM11.6m) 
was East Berlin’s leading 
orchestra and has a strong 
following in the east But It 
has the drawback of playing 
in the opulently-restored 
Schauspielhaus whose 
accoustics are for from ideaL 

Deutsches Theater in east 
Berlin (DM23m)> one of the 
German-speaking world’s 
leading theatres, has becoming 
the leading “state theatre” 
of Berlin, eclipsing west 
Berlin’s Schiller Theater and 
Schlosspark-Theater which 
get (DM40.7m). 

Berliner Ensemble, also in 
east Berlin, was founded by 
Bertolt Brecht and suffered 
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If you thought that getting three Michelin 

■ I a a a« a* A » i DMl47m in subsidies 

stars was hard - try getting three S ! /leading east German i 


Co mmunis t rule, tt gets 
DMl4.7m in subsidies and is 
to be jointly run by several 
leading east German directors. 


ENVY, one of the most 
insidious of emotions, lies 
bebfad much of the criticism of 
Germany which has flared up 
so unpleasantly in the UK and 
elsewhere recently. 

it was the impact of Ger- 
many’s high interest rates and 
the consequences of the Bonn 
government’s fiscal laxity in 
adjusting to unification that 
sparked off September’s Euro- 
pean currency turbulence. 
Sterling’s forced exit from the 
European exchange rate mech- 
anism (ERM) led to a degree of 
bitterness which laid bare 
what many foreigners feel 
about Germany. 

Anyone on a short visit can 
gain a fair idea of what there is 
to be envious about in modem 
Germany, at least in foe west 
since the new eastern states 
lag well behind in the prosper- 
ity league. But you need to live 
in the country to be able to 
balance out the negatives and 
positives of life in Germany. 

Here is an attempt from 
someone who has spent six 
years in the country and is 
returning to recession-dogged 
Britain. Certainly, there are 
more pluses than minuses in 
Germany. It is prosperous, 
dean, efficient, and full of 
at tractive towns and beautiful 
scenery. Its beer is about the 
best in the world, its cakes, 
bread, and sausages are deli- 
rious, and it is posable to eat 
well and cheaply in restau- 
rants as well as expensively. 

The country’s numerous 
wine and beer festivals - the 
Oktoberfest being the most 
famous and raucous - add a 
flavour to life that is typically 
German. 

So do the Bavarian beer gar- 
dens, where the drink is served 
in big litre mugs for those who 
can manage them and succu- 
lent legs of park (with crack- 
ling) and dumplings are a tasty 
accompaniment 
In Hesse, the state which 
contains the financial centre of 
Frankfurt, apple wine is the 
local tipple and the pork 
mostly comes without crack- 
ling. 

What else marks out the 
quality of life in Germany? For 
one thing, getting to work is 
not usually the hassle it is in 
the UK, where London is the 
dominant centre. 

Germany’s prosperity Is 
spread amongst a host of rifles, 
towns, and regions so that 
lengthy commuting journeys 


are less common. Also, the 
train system Is reliable; there 
is little of the overcrowding 
that often renders journeys on 
the Loudon underground such 
a discomfort and time-keeping 
certainly beats that on Net- 
work Southeast 

Getting around by road is 
easy, too. But maybe this is the 
time to mention some of the 
negatives. Traffic jams are 
becoming more common and 
that scourge of modem roads, 
the tailgating driver, is a com- 
mon and dangerous irritant, 
especially at the fast speeds 
which many Germans love. 

Tailbacks on the autobahns 
can reach horrendous lengths 
at holiday times and weekends 
as Germans indulge what 
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Crowds throng a Bavarian 
beer festival 


seems to be a mania for travel- 
ling man- and for - anything it 
seems, but staying at home. 

What is certain is that they 
are not usually journeying to 
shop. One of the most frustra- 
ting features of Germany is its 
restrictive shopping hours, the 
product of an alliance between 
employers and unions which 
leaves out the consumers' 
interests. Shops and stores 
close punctually on weekday 
evenings (there is a late Thurs- 
day) and have limited Saturday 
opening. The UK debate about 
Sunday trading might be hap- 
pening on Mars for all the rele- 
vance it has to Germany. 

On the other band, most Ger- 
mans do not seem too bothered 
about such curbs on their free- 
dom. Rules and regulations are 
generally treated with awe or, 
at least, respect as anyone who 
has had anything to do with 
bureaucracies can attest My 
wife, a German who has lived 
long in the UK, has come home 
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E veryone knows that if you're awarded all three 
of Michelin’s stars vou’re one of the best. 


J — /of Michelin’s stars you’re one of the best. 
You've reached the pinnacle of the profession. In 
Fact there are only about thirty restaurants all over 
the world that have been deemed excellent enough, 
in every respect, to deserve the coveted three stars. 
If you look after money there is an even more elite 
club you can aspire to - the Triple A - awarded to 
the most outstanding banks in the world. And there 
aren’t over thirty of these. They don’t even make 
double figures. There are just six, in the whole 
world, and Helaba Frankfurt just happens to be 
one. And that means that we enjoy unrivalled 
conditions in all the international markets, are 
respected wherever wc appear and can pass on all 
the benefits to all our customers, customers that 
include the States of Hesse and Thuringia. 


• We operate wholesale banking for large corpo- 
rations, central banks, and government bodies. 

• We operate Investment advisory services and 

brokerage. 

• We issue oar own notes and bonds. 

• We deal on the foreign exchange markets and of 
course on the DM bond market 

• And we don’t do lunches, sorry. 


With the economic upswing in eastern 
Germany now firmly under way, oppor- 
tunity knocks for shrewd entrepreneurs. 
So don’t miss the many chances this 
unique situation offers for gaining a 
foothold in a growth market with strong 
future potential - jump on the band- 
wagon now! 

The east German economy 

• offers a well-trained, highly-moti- 
vated workforce, 

• should before long boast a modem 
infrastructure spurring business 
development, 

• while at the same time combining 
the advantages of a central loca- 
tion on the Continent 

• with those of an established gate- 
way to the economies of eastern 
Europe. 

Since 1990, we have committed loan 
funds of altogether DM 40 billion to 
help finance East 


Draw on one of Germany's top ten banks 
for financial counselling and assistance. 
We can help you finance your projects 
in eastern Germany by providing long- 
term loans at favourable terms and 
attractive interest rates. Besides oper- 
ating a variety of special credit schemes 
for such investment projects, we can 
also offer you specialist advice. Free 
of charge,, our Berlin office will develop 
tailored financing packages for the 
investment you may be planning. 


German projects 
involving total 
capital outlays of 
DM 70 billion. 


KfWBerfin Office 

Internationales Handelszentrum 
Friedrichstra8e 95 
0-1086 Berlin-Mitte 
Phone 30/26 43 20 65 
Fax 30/26 43 20 84 


It wiH also inform you about the possi- 
bilities of tapping the different busi- 
ness promotion programmes run by 
the German Federal and state govern- 
ments and by the EC. And give you 
guidance on how best to approach the 
competent authorities at both German 
government and EC level as well as at 
the Treuhandanstalt, the official body 
handling the privatisation of the former- 
ly govemmentrun east German compa- 
nies. For any further 
information, turn to 

Office our Berlin office. Just 

idelszentrum send your business 

'Be 95 card, or call. 
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fuming from many of her visits 
to local officialdom. 

Since Germans tend to 
admire order, discipline, and 

Leistung (performance, or 

achievement), it is hardly sur- 
prising that spontaneity and 
gaiety are not among their 
most prominent qualities. Per- 
haps that is why they migrate 
by tiie thousands at holiday- 
times to sunnier, hedonistic 
plains like Italy, France, and 
Spain, or more distant spots in 
Aka, Africa, and the Americas. 
Fun, it often seems; is to be 
found abroad and efficiency at 
home. 

That is, of course, far too 
simplistic. Germans like to 
enjoy themselves, and not just 
in Bavarian beer gardens. A 
favourite saying is: Man soli 
die Feste feiem, wie sie fallen 
loosely translatable as “Enjoy 
yourself while you can." Many 
Germans are certainly well-off 
enough to do that, their spend- 
ing power bolstered by the 
inexorable strength of the 
D-mark. 

So why is there a sort of 
reverse envy about other coun- 
tries. Including Britain where 
the pound was worth DM11 
when I first visited Germany in 
the mid-1960s and now lan- 
guishes at around DM2.50? It is 
not Germans who express 
polite sympathy when told of 
our return to the UK - It Is 
the British. Many Germans 
like London for its liveliness 
and variety and the British for 
their friendliness and relaxed 
way of life. 

Germans are also uneasily 
aware that they are less likely 
to react sensibly to crisis, 
based on their recent history, 
than people in countries like 
the UK or Italy. With economic 
growth fading, social unrest in 
east Germany manifesting 
itself in ugly attacks by mind- 
less skinheads on foreign asy- 
lum-seekers, and more tax 
increases likely to finance uni- 
fication, there is much about 
Germany that foreigners do 
not envy. 

There are other consolations 
about returning to Britain. The 
television is better, the news- 
papers more entertaining - 
disregarding both countries' 
garish tabloids - the films are 
not dubbed, and the service 
usually more willing. When 
these flag, there are always the 
antics of the Royal Family to 
take the mind off recession. 
Pity about tbe beer, though. 


Helaba Fg^giMqM 


LANDESBANK HESSEN-THURINGEN 


Helaba Frankfurt: 

The bank with all the right connections. 


Landesbank Hessen -Th uringeo Girozenf rale 
Frankfurt/ Erfurt, Germany 
Berlin, Darmstadt, Dublin, Duesseldorf, Kassel, 
London, Luxembourg, New York and Stuttgart. 


VXlif Kreditanstalt 
flf mV fur Wiederaufbau 
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Frankfurt/Main • Federal Republic of Germany 


Finanzgruppe 
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INTERNATIONAL FUND MANAGEMENT 


SECTION IV 


European governments have been 
given a punishing demonstration of 
the power of International capital 
flows. At the same time, investors 
have had to reconsider the 
importance of currency decisions. 
Barry Riley evaluates the lessons 
learned during a summer of crisis, 
and considers the implications of 
the global economic slowdown 

Portfolio of 
uncertainties 


THIS ' SUMMER the 
fast-growing international 
portfolio management industry 
provided a reminder of its 
power, but perhaps also of its 
ul tima te political vulnerability. 

Cross-border investment 
flows have soared in the past 
decade or so, reflecting the 
liberalisation of exchange 
controls in many countries, 
and reflecting also the growth 
of huge imbalances in the 
Rows of funds around the 
world. 

By and large, governments 
have welcomed the appearance 
of vast international buying 
demand for their bonds. 
Indeed, it is possible to argue 
that these global investors may 
have encouraged fiscal deficits 
in countries such as the US 
and Germany to grow larger 
than might have bran possible, 
if long-term financing were 
available only from domestic 
sources. 

Multinational companies, 
too. have viewed positively - 
their ability- to issue bonds and 
shares around the world. 

But these huge global 
portfolios have represented a 
powerful potential for currency 
speculation, when combined 
with the corporate treasury 
departments which are also 
extremely active in the foreign 


TOP CENTRES OF 
PORTFOLIO 
MANAGEMENT 

Ranked by Institutional 
equity holdings 


City 

Equities 

(Sbn) 

Tokyo 

1,691.6 . 

New York 

506.9 • 

London 

476.8 

Geneva 

253.4 

Zurich 

246.2 

Boston 

229.9 

Paris 

159.7 

Frankfurt 

143:9 

San Francisco 

141.2 

Los Angeles 

101.1 


- * M December 31. 1991 

Source.- rocfmtrnetrica 

exchange and currency deriv- 
atives markets. 

The European currency cri- 
sis built up after the Danish 
"No” referendum vote at the 
beginning of June. It finally 
erupted in mid-September with 
the partial breakdown of the 
European Community’s exch- 
ange rate mechanism and the 
devaluation of sterling, the 
lira, the peseta and other cur- 
rencies. 

Until June, the international 
markets had swallowed the 
idea of European convergence. 
German government bonds 


were still the most highly-re- 
garded. but investors were 
buying, for Instance. French 
and British government paper 
on narrowing spreads over 
bunds. Last winter and spring, 
about half of the -issuance of 
UK gilts was being absorbed by 
foreigners, an unprecedented 
situation. 

But now European govern- 
ments have been given a pun- 
ishing demonstration of the 
power of international capital 
flows. For their part, interna- 
tional investors have been 
forced to' reconsider and 
upgrade the importance that 
currency decisions should play 
in portfolio management, with 
the development, for instance, 
of systems of currency overlay 
management. 

Presumably, a great many 
international investors profited 
from the willingness of Euro- 
pean governments to buy up 
tens of billions of dollars worth 
of their own and their EC part- 
ners' currencies to maintain 
what, by mid-September, were' 
obviously indefensible fixed 
parities. 

We shall never know accu- 
rately, but European taxpayers 
have probably bolstered the 
profits of banks, corporate trea- 
sury departments and interna- 
tional investment institutions 
by more than $5bn. 

But floating currencies pres- 
ent an entirely different scale 
of risk. Moreover, the global 
economic situation is looking 
increasingly dangerous as 
growth stutters or stops in 
most of the 1 parting economies. 

One consequence could be 
the loss of momentum of glo- 
balisation. a process which has 
rapidly changed the face of 
equity and bond markets 
around the world. Global inves- 
tors have already had to face 
the Wall Street crash of 1987 
and the slower but even more 
spectacular crash in Tokyo 
between 1990 and August this 
year. At that point Japanese 
equities staged a strong bounce 
off the bottom, but only after a 
60 per cent price collapse in 
about 2 % years. 

Slightly earlier, a series of 
international equity issues 
tested the robustness of the 
global market The Wellcome 
offering got away, albeit at a 
lower price, and in a lower 
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size, than had once been expec- 
ted, but the flotation of the 
Irish aircraft ] paging company, 
GPA, collapsed ignominiously 
at the last moment amid loud 
recriminations. 

Perhaps the biggest problem 
now facing international fund 
managers is what to do about 
their exposure to US equities 
and bonds. The dollar has been 
weak but may well recover. On 
the other hand Wall Street has 
looked overvalued for some 
time and would probably col- 
lapse on any sign of rises in 
short-term dollar interest rates. 
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As for US Treasury bonds, they 
yield less than DM bonds but 
the fiscal outlook under a Clin- 
ton administration might be 
seen as worrying. 

At one level this raises the 
currency problem again. In cir- 
cumstances (falling interest 
rates) in which a country's cap-' 
ital markets are likely to be 
buoyant the currency will 
probably he weak - and vice 
versa. Thus the recent strength 
of the EC core nations’ curren- 
cies has bran accompanied by 
sliding prices on the bourses. 

At another level the problem 


of asset allocation is high- 
lighted. The global manager 
with an open mandate, . in the- 
ory. has unlimited access to 
currencies and money markets, 
to stock markets and to bond 
markets. There are possibilities 
in commodities too, and in a 
variety of derivative markets. 

In practice, these choices are 
usually restricted, often by 
expressing the manager’s 
objectives in terms of a bench- 
mark, which can be either an 
index of some kind, or the 
average performance of some 
group of similar portfolios. 


At the moment, many inter- 
national equity managers are 
rather underweight in US equi- 
ties, but because the US stock 
market represents 41 per cent 
of global capitalisation (and 46 
per cent of, for example, a 
World ex. UK benchmark) there 
is still likely to be a substantial 
exposure. 

It is a lesser version of the 
Japanese problem that devel- 
oped towards the end of the 
1980s, when eventually the 
Tokyo market represented 45 
per cent of the. global market, 
and as much as 70 per cent of 
the World ex US capitalisation, 
this being a benchmark much 
favoured by US clients owning 
international equity portfolios. 
Tokyo, incidentally, now 
accounts for only about 26 per 
cent of global capitalisation. 

Global investors prudently 
stayed underweight in Japan 
in the late 1980s. but unwisely 
decided to move back into 
Tokyo in 1991. That was after 
the first large downward leg in 
Japanese equities, but before 
the second one. According to 
the forthcoming 1992 report on 
International Equity Flows, 
produced by Baring Securities, 
as much as $46.8bn flowed 
from tiie US, UK, France and 
Switzerland into Japanese 
stocks last year. 

Overall, net cross-border 
flows reached $I02_2bn last 
year, fuelled by a big interna- 
tional diversification drive by 
US pension funds. According to 
the consultants, Greenwich 
Associates, the average expo- 
sure of US pension funds to 
international equities rose 
from 2.7 per cent in 1988 to 4.4 
per cent at the end of last year. 
Moreover, plan sponsors say 
that they expect the figure to 
rise to 7J2 per cent by the end 
of 1994. equivalent to an out- 
flow of more than S20bn a year. 

On the other hand, the big 
outflows of Japanese money 
into global markets - espe- 
cially bonds but also equities 
- have largely disappeared as 
the Japanese have become pre- 
occupied with the financial cri- 
sis at home. Recently, too, they 
have been retreating, from 
Europe, which has disap- 
pointed their hopes of financial 
and political stability. 

As for Europe, British pen- 
sion funds, previously leaders 
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in global investment, are likely 
to have their hands full at 
home financing the govern- 
ment’s soaring fiscal deficit. 
Some smaller countries, such 
as the Netherlands, are devel- 
oping a new taste for cross-bor- 
der diversification, but Ger- 
many's big capital outflows of 
the late 1980s have collapsed 
under the impact of unifica- 
tion. 

According to International 
Equity Flows , 1992 could, there- 
fore, be quite a subdued year 
overall for cross-border stock 
market investment, although 
net flows could total some 
$50bn. At the end of last year 
8.1 per cent (or $890m) of equi- 
ties worldwide were beld by 
cross-border investors, and this 
could be between 8J5 and 9 per 
cent by the end of this year. 

However, the scope for good 
performance by equities in a 
weakening global economy 
may be questionable. Many 
fund managers are more 
enthused by the potential in 
bonds as inflationary pressures 
subside in many economies 
and real interest rates falL 

If the economic picture 
becomes seriously troubled, 
however, global investors may 
find that the freedoms they 
came to expect during the opti- 
mistic 1960s may be reduced. 
Already Europe's ERM crisis 
has resulted in the partial 
reimposition of exchange con- 
trols In countries such as 
Spain and Ireland. 

All too often politicians do 
not like the message of the 
market and given the chance 
they can be inclined to shoot 
the messenger. 
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How Flemings can help you hit 
your investment targets. 







At Flemings, we recognise that no. two investors have identical 
JL A investment needs. We treat each portfolio as a special case 
and our investment approach is tailored to meet individual aims 
and objectives. 

As a market leader for many years managing unit trusts 
and investment trusts as well as pension funds we have, as you 
would expect, developed a comprehensive range of investment 
products to meet the varied and complex needs of the institutional 
investor. 

So as well as providing discretionary balanced portfolio 
management, we offer a genuinely credible range of specialist 


services; whether in UK, European or Japanese equities, or in 
smaller companies - to name but a few: 

And it’s almost certain that, whatever your requirements, 
Flemings has a solution in it9 armoury 

But no matter how diverse the product range may be, it is 
underpinned by an investment philosophy that is as relevant today 
as it’s always been. 

We believe that in-depth research, which is above all 
independent, is the key to successful investment and that only 
by developing an informed, disciplined view on long-term 
trends is it possible to recognise and exploit specific investment 


opportunities. That is why we have an unrivalled commitment to 
research in Europe, America and Asia — from New York to 
New Zealand. 

If you want to hear more about how we can help you achieve 
your investment targets, simply call Patrick Johns on 071-638 5858. 

He’ll give you the facts - straight from the shoulder. 
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Th e performance of equity markets has been disappointing this year 

Forecasts for 1 993 are bleak 


THE slow pace of economic 
recovery in the United States 
and the German. Bundesbank's 
reluctance to reduce interest 
rates are to blame for the dis- 
appointing performance of 
global equity markets this 
year. 

The fluctuations of leading 
stock market indices also sug- 
gest that international fund 
managers were too quick to 
anticipate a US-led global eco- 
nomic recovery as well as 
lower interest rates in Europe. 

The Dow Jones Industrial 
Average hit its record high, of 
3,413.21., on June l, the culmi- 
nation of a 7.3 per cent rally 
which started in the early days 
of April. The rally was mainly 
fuelled by what turned out to 
be short-lived signs of an 
upturn in economic activity. 

The realisation that the US 
economy was still far from 
recovery and uncertainty 
ahead of the presidential elec- 
tion in November eroded the 
gains in the Dow Jones over 
the summer, and the index, is 
now languishing just above the 
year's low of 3,136.58. 

Similar patterns are evident 
in the UK and German stock 
markets. The FTSE-100 also 
reached its record high of 
2,737.80 on May 11 in the wake 
of the Conservative Party’s 
fourth general election victory. 
But the index fell back over 
the summer as fund managers 
decided that the economic fun- 
damentals were unchanged. 

Germany’s DAX index 
climbed to a 1992 high of 
1,811-57 on May 25 on hopes 
that Germany would lead the 
way for lower interest rates. 
Cyclical stocks were particu- 
larly in favour as fund manag- 
ers took the view that they 
would be the first to benefit 
from stronger demand in 
global economy. 

But disappointing interim 
results from the corporate sec- 
tor, and the Bundesbank’s 
grudgingly small cut in inter- 
est rates, in spite of growing 
signs that the German econ- 
omy was slowing down, 
brought the DAX index down 
to the year’s low of 1,42030 in 
early October. It has since 
recovered slightly. 

Tokyo’s equity problems, on 
the other hand, had a limited 
impact on stock markets in the 
rest of the world, in spite of a 


Leading national indices 
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fell of 40 per cent in the Nikkei 
average in the first eight 
months of the year, from 
23,801.18 to K309.4L The index 
has since recovered, thanks to 
government support measures, 
to trade around the 17,000 level 
by late October. 

Equity strategists say that 
the fell in Japanese equities 
did not have a “domino" effect 
on other leading stock markets 
because the reasons for the fell 
- a slowdown in the economy, 
and the bursting of the prop- 
erty speculation bubble - 
were seen as the country’s spe- 
cific problems. Furthermore . 
many international fund man- 
agers bad reduced their expo- 
sure to the Japanese equity 
market late in 1991 because of 
what they regarded as exces- 
sively high valuations. 

However, strategists are con- 
cerned about the effect of 
attempts by Japanese institu- 
tions to correct their over-ex- 
tension into foreign capital 
markets. Ms Lisa Hosking, 
strategist at Credit Suisse First 
Boston in London (CSFB), 
fears that the repatriation of 
Japanese funds, as well as a 
flight of capital into the 
D-Mark and the Swiss franc 
during the currency turmoil in 
the European exchange rate 
mechanism (ERM), means that 
there is less capital available 
for second-line markets in 
Europe, such as Spain and 
Italy, in Scandinavia, and for 
markets in the Far East 

One exception to this sce- 
nario is Hong Kong, which rose 
to a record high of 6,162^3 on 
the Hang Seng index in mid- 
July. a jump of 43 per cent 


since the start of the year. 
Hong Kong’s closeness to 
China, whose economy is 
starting to grow rapidly due to 
a change of direction on eco- 
nomic reform, has been the 
main attraction for interna- 
tional investors. 

The Hong Kong stock market 
fell back slightly in the late 
summer but news in mid-Octo- 
ber of a trade agreement 
between China and the US, 
designed to open China’s mar- 
kets to foreign goods, is expec- 
ted to revive investor interest 

nnrp a gain 

Looking towards 1993, projec- 
tions from some brokers point 
to an outperfonnance of bonds 
and cash, and have therefore 
increased their weightings in 
these instruments at the 
expense of equities. 

Mr Andrew Garthwaite at 
S.G. Warburg says in his inter- 
national asset briefing for the 
fourth quarter that even 
though a 5-10 per cent recovery 
in earnings in most equity 
markets would return bond-to- 
eamings ratios to reasonable 
valuations, a much stronger 
recovery is needed to rebuild 
dividend cover, as well as to 
secure sufficient dividend 
growth to bring bond-to-divi- 
dend ratios back to “fair’’ val- 
ues. 

This view is echoed by 
County NatWest, which has 
raised its cash allocation to 10 
per cent, against a benchmark 
of 5 per cent, and bonds to 80 
per cent, mainly at the expense 
of European equities. Although 
the broker expects equity 
returns to outpace those avail- 
able on cash and bonds, the 
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mar gin is not sufficient to com- 
pensate fully for the higher 
risk attached to equity invest- 
ments. 

But for those fund managers 
who require a weighting In 
equities, Ms Hosking would 
recommend the safer markets 
in Europe, which should bene- 
fit the most from the expecta- 
tion of falling Interest rates 
next year. Her preferred mar- 
kets are the Netherlands, 
France, the UK and Switzer- 
land. 

This scenario is now plausi- 
ble after the recent plunge in 
continental bourses caused by 
the severe tensions in the ERM 
and the resulting devaluations 
of the lira, sterling and the 
peseta. However, County Nat- 
West warns that the boost 
from falling Interest rates will 
have to be balanced against a 
deteriorating earnings profile, 
pg ppHaiiy in Germany. 

The immine nt presidential 
election in the US — and the 
prospect of a victory for Mr 
Bill Clinto n, the Democrat can- 
didate - has increased the 
risks attached to US assets. 
Even though strategists believe 
that the financial markets 
would welcome a change of 
administration, they fear that 
Mr Clinton’s commitment to 
Infrastructure spending will 
add to the budget deficit at a 
ti me when international capi- 
tal is harder to attract 

A more pressing problem for 
equity markets, however, is 
the growing consensus that the 
US is unable, and perhaps 
unwilling, to continue to be the 
engine of economic growth for 
the rest of the world. Its 
would-be successor is either 
Germany or Japan, but neither 
country has yet come forward 
to assume the responsibility. 

Antonia Sharpe 


Those who have increased exposure to bonds are looking fairly content 

A good ride in most markets 


SEEN from one perspective, it 
has been a good year for bond 
market investors. The rally in 
the world's main government 
bond markets has been surpris- 
ingly uniform: the US, fepa- 
nese and German bond mar- 
kets all gained over 7 per cent 
in the first nine months of this 
year, with the latter two man- 
aging more than 8 per cent, 
according to the JP Morgan 
government bond index. 

With further interest rate 
fells in prospect tn all three - 
and with sustained falls in Ger- 
many stifl awaited - t is not 
surprising that fund managers 
who have increased their expo- 
sure to bonds are looking fairly 
content with life. 

Turmoil in the currency mar- 
kets, of course, has made any 
such view overly simplistic. 
Whereas domestic investors 
have had a good ride in most 
markets, international fund 
managers have seen concern 
over currency risk deepedn. A 
domestic UK investor could 
boast an ll per cent return 
from gilts in the first nine 
months: but an nwhpd gwf TJSS- 
based investor had made a 
gain of only 5 J6 per cent while 
a D-Mark investor was looking 
at a loss of L4 per cent 

Europe’s currency upheaval 
has upset two of file favourite 
pastimes of fund managers 
over the past two years. The 
first involved dabbling in 
higher yielding European bond 
markets, both at and beyond 
the margins of the EC, to bene- 
fit from the economic and mon- 
etary union that European pol- 
iticians had promised. This 
so-called “convergence” play 
came to an abrupt halt when 
Danish voters rejected the 
Maastricht treaty in early 
June, and could have fin. 
ished off for good by the tur- 
moil in the European exchange 


rate mechanism in September. 

The obvious casualties were 
bond markets such as Italy’s, 
where the yield on 10-year 
bonds, having narrowed to 
nearly 250 basis points (2J5 per 
cent) above the yield on Ger- 
man bonds, jumped back to 
more than 500 basis points. 
Em yields on French bonds 
have leapt from 40 to more 
than 100 bams points above 
German levels, in spite of 
France’s strong economic fun- 
damentals. 

One result is that Ecu bonds 


The question now hanging 
over the European bond mar- 
kets is to what extent the con- 
vergence process can be kicked 
back into life. Markets like 
Franoe and Denmark, putative 
members of any “hard core” of 
European countries centred on 
the D-Mark, may offer the 
safest short-term gains. Cur- 
rencies such as the peseta, the 
lira and sterling are likely to 
remain off many fund manag- 
ers’ buy lists. 

Meanwhile, predicting the 
timing and scale of interest 


Europe’s currency upheaval has upset two of 
the favourite pastimes of fund managers 


are now worth considerably 
less than the sum of their 
parts. Touted as the future for 
Europe’s bond markets only a 
matter of months ago, few now 
expect tills battered basket cur- 
rency to regain centre stage as 
the vehicle for European mone- 
tary union. The rushed sot of 
market makers and investors. 
Ml of whom are long on bonds 
they no longer want, has 
forced the yield on Ecu bonds 
to rise to nearly SO basis points 
above its theoretical leveL 

The second ploy that had 
developed around the ERM 
involved a form of cross-hedg- 
ing: With short-term DS inter- 
est rates at a low level, money 
market funds in the DS baPi 
taken to investing heavily in 
higher yielding European 
bonds. To hedge their expo- 
sure, most had used the 
D-Mark or the Ecu. 

That -gpgmprf a safe bet when 
the ERM was perceived as a 
fixed exchange rate system. Its 
weaknesses were savagely 
exposed in September, though, 
as sterling and the lira were 
ejected from the mechanism 
and the peseta was devalued. 


rate reductions around the 
world has become the main 
pastime of fixed income inves- 
tors. Although German money 
market rates have already slid 
by a percentage point from 
their peak, the Bundesbank 
has offered little encourage- 
ment to those who believe a 
rapid fell is on the way. 
Despite the relatively low 
interest rates in Japan and the 
US, both countries’ economies 
continue to sag, suggesting nei- 
ther has hit the bottom of its 
interest rate cycle. Against this 
background, bond markets 
could be the place to be - and 
the investors who do best will 
be the ones who predict where 
interest rates will fall. 

Two considerations could 
hold bark game in the bond 
markets: ferns about the scale 
of fiscal deficits in some coun- 
tries, and a concern that fell- 
ing interest rates will push up 
inflatio n once the world econ- 
omy strengthens. 

So far, inflation generally 
remains a distant concern. The 
German and Japanese authori- 
ties have applied their mone- 
tary squeeze for longer than 


most market commentators 
thought necessary. The risk of 
plun ging these economies into 
a sharp recession, rather than 
the danger of inflation, is 
uppermost In investors’ minds. 

The need to fund large fiscal 
deficits could pose a more seri- 
ous threat to bond yields, pre- 
venting the sort of fells that 
might otherwise be expected. 
This is particularly true in 
Europe in the short-term. Since 
the Danish referendum first 
unsettled European markets, a 
number of countries - among 
them Italy, Spain and Sweden 
- have delayed moves to fund 
their fiscal deficits, preferring 
to wait for conditions to 
improve. The result is an over- 
hang of new bonds, which will 
help to keep yields up. 

The size of deficits in a num- 
ber of countries next year 
could also put a strain on bond 
mar kets. Any further delays to 
economic upturn would hold 
down tax revenues and force 
social security spending 
higher, keeping deficits in the 
forefront of investors’ minds 
for some time to come. 

Some fund managers regard 
this fear as exaggerated. Mr 
Paul Abberley of Lombard 
Odier, which manages $2.7bn 
of international fixed income 
funds, predicts the impact of 
higher deficits will be small: 
“yields may be around 15 basis 
points higher than they would 
otherwise be." Savings rates 
have risen into double digits to 
compensate, he says, and any- 
way the gains from falling 
infla tion far outweigh the cost 
of higher deficits. The outcome 
of this tussle between the 
effects of gathering recession 
and the threat of returning 
inflation will set the mood in 
bond markets in the future. 

Richard Waters 


Is currency overlay just a fad? Peter Montagnon examines the theory 

New discipline for decisions 


IT IS DIFFICULT to believe 
that as recently as early Sep- 
tember sterling was worth 
nearly $2. Since than, there has 
been Black Wednesday. Ster- 
ling and the lira are out of the 
ERM and, quietly in the back- 
ground, toe yen has strength- 
ened against just about every 
other principal currency. 

It all adds up to a nightmare 
for international fund manag- 
ers. Assuming they have man- 
aged to pick the right equity or 
bond, they risk seeing their 
return destroyed by a seem- 
ingly unpredictable lurch in 
the currency markets. Or, con- 
versely, such a movement can 
compensate for and disguise 
what was otherwise a foolish 
investment decision. 

The response of some fund 
managers, particularly those 
based in the US, has been to 
adopt a new approach to 
investment the currency over 
lay theory which involves an 
attempt to separate out cur- 
rency from other investment 
decisions and then hedg in g the 
currency risk as appropriate. 
Such an unbundling adds a 
new discipline to investment 
decisions, but UK fund manag- 
ers remain sceptical - which 
prompts the question whether 
currency overlay is just 
another North American fed. 

The attraction of currency 
overlay is perhaps particularly 
strong for a dollar-based inves- 
tor in the present market con- 
stellation. In recent times the 
US currency has been weak. So 
currency movements have 
tended to enhance return. 
Now, many economists feel the 
trend could be reversed with 


the dollar strengthening as 
Ger man interest rates Hpriino 
and the extent of the European 
slowdown becomes apparent 

If that does happen, VS 
funds could pay a high price 
for an international diversifica- 
tion which gathered pace dur- 
ing the second half of the 
1960s. Same large funds now 
have 15 to 20 per cent of their 
assets offshore and in one or 
two cases the proportion could 
be as high as 30 per cent 

In the US, some 15 funds 
have appointed separate man- 
agers to handle currency expo- 
sure in the belief most interna- 
tional equity managers do not 
have adequate currency exper- 
tise. According to Ms Margaret 
Walla:, who specialises in cur- 
rency overlay advice at Pareto 
Partners, the share of currency 
gain in total return has been 27 
per cent for a dollar-based fund 
over the past 10 years. 

More important, perhaps is 
the way the picture shifted at 
the time of the Plaza Accord on 
the dollar in 1985. In the early 
80s investors who had felled to 
hedge their overseas equity 
portfolio would have suffered a 
currency loss of some $49 for 
every $100 invested, Ms Waller 
says. As the dollar fell, those 
who were fully hedged would, 
by the end of the decade, have 
suffered an opportunity cost of 
$96 on every $100. 

Currency overlay may also 
have some appeal' for Austra- 
lian Institutions who are con- 
fronted with a volatile cur- 
rency and the need to diversify 
away from a relatively small 
home market. Continental 
investors who have tratfftion- 
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ally tended to concentrate 
more on bonds than cm equi- 
ties and then also more In their 
hone markets may also find it 
useful as they diversify. By 
contrast UK investors have 
some strong reservations. 

One reason, according to Mr 
Robert Schwob of Quorum 
Capital Management, is the 
fear among institutions that 
they might lose their' tax 
exempt status if an active pol- 
icy of currency management 
prompted the Inland Revenue 
to reclassify them as currency 
traders. More important are 
probably the pragmatic objec- 
tions of fund managers. 

“With equities, for mo6t of 
the time, the decision that you 
like an equity and you like the 
currency goes together,” says 
Ms Caroline Burton of GRE. 
Not all investors want the cur- 
rency risk to be hedged, she 
adds. 

Some fund managers such as 


Mr Tom Crombie, of Scottish 
Equitable, admittedly believe 
the UK is, as he puts it, 
“docking the issue”. 

“In the past year US bonds 
have been a good investment, 
bnt the dollar hasn’t You 
should have detached the bond 
from the currency,” he says. 
Even Mr Crombie, however, is 
doubtful about the systematic 
approach called for by overlay 
theory. “There is a spurious 
precision in having this great 
matrix,” he says. Separating 
out currency risk requires “a 
particularly strong currency 
view”, adds Mr Robin G arrow 
of Scottish Widows. 

Among objections to hedging 
currency risk in equity invest- 
ments is the possibility that 
the company whose shares are 
being bought may itself derive 
much of its earnings abroad. 
Investors may not know 
whether that exposure is 
hedged or not 


Even the so-called experts 
frequently misjudge the mar- 
ket “Currencies don’t respond 
to any rules. We're not aware 
of any academic evidence that 
suggests you can do good fore- 
casts,” says Mr Terry Prideaux 
of Kemper Investment Manage- 
ment In theory it should be 
possible to judge whether a 
currency is correctly valued on 
the basis of its purchasing 
power parity, but experience 
shows that, if this measure is 
relevant, it only works over 
long periods. 

In the short run, the cur- 
rency markets are vulnerable 
to all kinds of shock. After last 
year’s attempted coup in the 
Soviet Union, the dollar soared 
by 4 per cent when US markets 
were dosed. ’ 

Then- again, this type of 
objection may ascribe .more to 
currency overlay theory than 
its practitioners would them- 
selves claim. “We aren’t fore- 
casting direction but volatil- 
ity " says Mr Schwob. Simil- 
arly, for Pareto Partners cur- 
rency overlay involves first 
and foremost assessing the 
degree of risk in a portfolio 
based on the volatility of the- 
currencies involved and then 
hedging that risk so that it is 
reduced to an acceptable leveL 

The process should minimise 
large-scale losses arising from 
currency fluctuations. Those 
who adopt it can at least claim 
that they have a system In 
place for protection. That may 
provide considerable comfort 
in the event that they are 
called to account when things 
go wrong: Whether their funds 
will outperform in the longer 
run is another matter; After 
all, currency overlay also 
reduces the scope for gain, and 
places much greater onus- on 
international managers to pick 
the right stock in mar fcp ts that 
can never be as wholly familiar' 
as their own. 


RETURNS in principal stock 
markets such as Britain and 
Japan have been disappointing 
in recent years as economies 
paid the price for the debt-fi- 
nanced excesses of the 1980s. 

But some stock markets 
have shown spectacular 
returns. In Brazil, for example, 
the IFC Index more than qua- 
drupled between the end of 
1990 and April 1992. The Mexi- 
can market rose by 138 per 
cent in 1991. 

Some believe that such 
so-called "emerging” markets 
represent the best chance for 
attractive investment returns 
in the 1990s and beyond. 

There is a plausible rationale 
for this view. Emerging econo- 
mies have fester growth rates 
than industr ialis ed nations and 
many are opening their mar- 
kets to the private sector and 
to overseas investors. The pros- 
pects for corporate earnings 
growth and for investment 
returns should thus be greater. 

Emerging markets are also 
less “efficient" than stock mar- 
kets in developed economies 
and therefore present greater 
opportunities for exploiting 
pricing anomalies for profit 

There is no universally- 
agreed definition of an emerg- 
ing market but the areas winch 
normally fit into this category 
include Latin- America, south 


Philip Coggan looks at emerging markets 

Risk factor too high 


Asia, eastern Europe and some 
small Mediterranean coon tries. 

Nock Train of GT Manage- 
ment says research has shown 
that these markets have little 
or no correlation with each 
other, or with the stock mar- 
kets of developed economies. 
Of course, this is not always a 
positive factor, since it means 
emerging markets can fall 
when developed markets are 
rising. Bnt it does mean emerg- 
ing markets represent a genu- 
ine diversification of risk. 

To date, most Institutional 
investors have little exposure 
to the emerging markets sec- 
tor. Fund Research, the group 
which analyses collective 
funds, said in a recent report 
“Although emerging markets 
account for 13 per cent of the 
world’s GNP and perhaps 80 
per cent of the world's popula- 
tion, their market capitalisa- 
tion is only 6 per cent of total 
world capitalisation and they 
probably represent only 
around 0.5 per cent of institu- 
tional investors’ total portfolio 
holdings." 


So will pension fond manag- 
ers move more aggressively 
into this area, and Just as 
importantly, should they do 
so? there are plenty of count- 
er-arguments to the bull case. 

The mam problem is stock 
markets in such countries are 
normally underdeveloped. It 
can be difficult to gain access 
to the kind of information pen- 
sion fond managers would 
expect to receive from compa- 
nies in industrialised nations. 
And liquidity is a particular 
problem, creating the risk that 
managers buy into markets 
when they are fashionable, 
only to be stranded when the 
area fells from favour. 

Often, there are only a few 
shares in which institutional 
investors can realistically buy 
holdings. In Colombia, for 
example, 82.5 per cent of the 
market’s capitalisation at the 
end of June consisted of just 10 
stocks. 

These difficulties have not 
stopped pension funds from 
investing in some emerging 
markets. According to Tim 


Gardener, head of asset plan- 
ning at actuaries Mercer 
Fraser, there is already invest- 
ment in the lesser-developed 
Pacific basin countries such as 
Korea, Thailand and Malaysia 
of around L5 to 2.5 per cent of 
pension fund assets. 

The Pacific basin has estab- 
lished its reputation as an area 
with superior GDP growth per- 
formance, says Mercer Fraser's 
Gardener. But he believes 
Investment interest in other 
areas such as Latin America 
and eastern Europe has been 
more supply-led with well-es- 
tablished names bringing out 
funds in an attempt to attract 
investors. 

"Projections of GDP growth 
in these areas are more specu- 
lative,” says Mr Gardener. 
“The Ohquidity of markets is 
also an issue, and the charging 
structure within these funds 
tends to be high." 

When closed-end fimds are 
launched in temporarily fash- 
ionable areas, investors have 
frequently found that the 
shares trade at a heavy dis- 


count when the excitement 
dwindles. The average discount 
on UK-listed country f unds was 
around 32 per cent in October. 

Nevertheless, for most pen- 
sion fund managers who want 
exposure to emerging markets, 
a fund still represents the most 
logical route. Given the likely 
size of investment in any indi- 
vidual market, it would-be 
hard to justify the and 
effort involved in researching 
Hie companies involved. 

If the recent problems of the 
world economy continue, some 
would expect interest in emerg- 
ing markets to increase, as 
they are one of the few invest- 
ment sectors offering the pros- 
pect of exciting returns. 

But Mr Gardener doubts 
whether pension funds will see 
a significant increase in expo- 
sure to emerging markets in 
the near future. “Many pension 
funds see this field as akin to 
venture capital, ” he says. "And 
with so much uncertainty in 
major economies, this is not a 
climate for taking big risks!”' 
And he makes a more general 
polnL This could be the wrong 
time for pension funds to move 
into such a high risk area since 
the funds are getting more 
mature and thus likely to 
realign their portfolios in 
favour of bonds rather than 
equities. 






: h> 



■ .1 
. j 
. .1 






FINANCIAL TIMES MONDAY OCTOBER 26 1992 




fc.'sr : "■ C>- ^ 

■*«*. ■ - - 3*^. **■ h- 


..’ rt ■>■./*' 
■ V — _ “. a* > 






THANKS to the Federal 
Reserve’s willingness to cut 
domestic Interest cates to aid 
an ailing economy, money has 
been pouring Into US mutual 
funds faster than fund manag- 
ers can count it. 

According to figures from 
the Investment Company Insti- 
tute. in the first eight months 
of 1992 sales of stock funds 
totalled $9&5bn, compared to 
the $57.7bn sold by the same 
stage last year. Demand for 
bond funds has been even 
stronger, with sales reaching 
Sl45bn by the end of August 
this year, compared to $80bn in 
the same period of 199L 

The total amount of assets in 
mutual funds has also been 
growing rapidly. In 1990, just 
over $l,067bn of assets were 
invested in funds, a total 
which jumped to $l,347bii in 
1991. By the end of the first 
half of this year that figure bad 
already reached $l,419bn. 

Vast amounts of cash have 
been flooding into funds 
because US interest rates have 
dropped to the lowest levels 
since John F Kennedy occu- 
pied the White House. During 
the short recession in late 1990 
and early 1991 the Fed cut 
rates in small steps to boost 
economic activity. 

Yet after the recession 
ended, the subsequent recov- 
ery proved to be much slower 
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Money is pouring into mutual funds 


than expected, so the Fed kept 
on cutting interest rates, only 
more aggressively. The end 
result was that by mid-summer 
the Fed had eased monetary 
policy an astonishing 24 times, 
and the discount rate was 3 per 
cent and the bank prime rate 
was 6 per cent. 

This sharp fall in interest 
rates was disastrous for inves- 
tors with short-term assets 
such as money-market funds 
and bank certificates of 
deposit, where rates dropped so 
far that after inflation and fees 
were taken out, investors were 
left with tiny or negative 

By mid-summer the Fed 
had eased monetary 
policy 24 times 

returns on their investments. 

With short-term assets yield- 
ing such a poor return, inves- 
tors went elsewhere in search 
of better yields, and their 
prime destination was the 
stock and bond markets. 
Mutual funds became the big- 


gest beneficiaries of this huge 
transfer of investor assets. 

The investment fund indus- 
try, however, has not just 
enjoyed its best year because 
of extremely low interest rates. 
Industry analysts believe there 
are two distinct, yet equally 
important, secular trends that 
have been working in favour of 
funds. 

One is that individual inves- 
tors are returning to the equity 
market after a relatively long 
absence. Mr Michael Hines, a 
vice-president of marketing at 
Fidelity, the country's biggest 
fund group with $180bn of 
assets under management, 
believes that individuals are 
beginning to see investing as a 
more fashionable form of con- 
sumption. He says: “People 
today get the same kind of psy- 
chic gratification from their 
Investments that they got a 
few years ago from buying con- 
sumer goods." 

Mr Hines thinks that Individ- 
uals are now more willing to 
switch from the instant gratifi- 
cation they get from consumer 
purchases, to the deferred grat- 


US mutual fund sales 
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ification they get from invest- 
ing in stocks and bonds. "More 
people are becoming long-term, 
buy-and-bold investors." 

There is certainly plenty of 
room for more small investors’ 
money to come into the stock 
market. The share of house- 
hold assets in equities is 15 per 
cent, an all-time low. While 
many households are more 
concerned with reducing their 
debt levels than with spending 
or investing, a growing num- 


ber of analysts expect them to 
steadily build up their holdings 
of stocks over the next few 
years. 

Generation factors are at 
work here. The baby boom gen- 
eration is growing up fast, and 
its members are looking for 
investments that allow them to 
save for their own retirement 
and their children's future, 
while offering an acceptable 
trade-off between security and 
the potential for capital 


growth. These investors are 
not going to be put oft equities 
by short-term fluctuations in 
market values. A recent series 
of polls conducted by Fidelity 
on investor activity showed 
that every time the market 
dipped this year, individual 
Investors saw the decline in 
prices as a buying opportunity. 
"These people believe in the 
long-term resilience of the 
stock market," says Mr Hines. 

The other important trend 
moving in funds’ favour is the 
growing preference among 
individuals to entrust their 
cash to fund managers, as 
opposed to investing them- 
selves. 

A recent study by the Uni- 
versity of Michigan discovered 
that an astonishing 75 per cent 
of all the net flows of cash into 
financial services during the 
first quarter of this year went 
into mutual funds. 

"The cyclical trend may be 
to own more stocks, but the 
secular trend is towards funds 
and away from individual own- 
ership, of equities. 0 says Mr 
Hines. 


An increasingly wide choice of 
stock and bond funds now 
exists to meet demand from 
investors, and changes in tech- 
nology and attitudes means 
they can buy top quality 
money management extremely 
easily - by telephone (through 
toll-free 800 numbers), or by 
post 

The product itself is also 
much more sophisticated, 
fidelity’s customers, for exam- 
ple, can write cheques on their 
fund accounts, a service 
unheard of a few years ago. 
Mutual f unds are now regarded 
as a liquid asset, unlike in the 

The share of household 

assets In equities is 15 
per cent, an all-time low 

days when money was put 
away to be left untouched for 
years. 

If the two secular trends 
hold, they will offer reasonable 
protection against the fact that 
the present rush out of 
short-term bank assets and 


into funds will eventually slow, 
and maybe even be reversed. 
Interest rates are unlikely to 
go much lower, and the longer- 
term outlook for the US econ- 
omy suggests that over the two 
years interest rates will creep 
up again as economic activity 
revives and the Fed moves to 
dampen inflationary pressures 
in the economy. 

If there is a cloud on the 
mutual fund Industry's hori- 
zon, it may well be the growing 
competitive presence of other 
financial services firms, most 
notably the securities houses. 
Some of the biggest broking 
firms in the US, such as Merrill 
Lynch, PalneWebber and 
Shearson Lehman, are rapidly 
building up investment man- 
agement products aimed at 
their brokerage customers. 

The secret weapon of securi- 
ties firms is their distribution 
network. A brokerage company 
has hundreds of branch offices 
across the US and thousands of 
brokers, selling not just stocks, 
but in-house funds managed by 
the firm's asset managers. 
Look at any list of the top per- 
forming US fluids today and 
among familiar names like 
Fidelity, Dreyfus and Kemper, 
lurk the likes of Merrill Lynch. 
PaineWebber, Morgan Stanley 
and Dean Witter. 

Patrick Harverson 
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JAPANESE fund managers 
have spent the past few 
months in deep thought over 
where to put their money. 
Tokyo stock prices have 
appeared ready to plumb new 
depths, while the general feel- 
ing in Japan has been that US 
stock prices are on the way 
down, and currency chaos in 
Europe has made the region's 
bond markets unattractive. 

The Japanese government 
attempted to make the life of 
portfolio managers a little 
easier in August by announc- 
ing emergency measures to 
bolster stock prices and an 
investment package to stimu- 
late the economy, but the 
gloom soon returned. 

As part of the stock market 
salvage exercise, the govern- 
ment suggested more pension 
fund savings money should 
flow into equities, but there is 
not much evidence that the 
suggestion has been followed. 
Sumitomo Trust & Banking 
suggested that "we will have to 
wait a little longer" before 
these new funds are committed 
to the market 

Foreign Investors have been 
net buyers of stocks for much 


JAPAN 


Gloom returns after salvage exercise 


of this year, and local securi- 
ties houses say US and Euro- 
pean portfolio managers have 
realised they were under- 
weight in Japan. And yet it is 
not clear that the Japanese 
economy has bottomed. 

Th e Tokyo Stock Exchange 
(TSE) said foreigners were net 
sellers in late September and 
early October, but returned to 
the market in the middle of 


Foreign investors have 
been net buyers of 
stocks this year 

this month. Japanese brokers 
insist that foreign investors 
remain interested in the mar- 
ket, and that the recent selling 
followed the strengthening of 
the yen, which tempted for- 
eigners to take profits. 

Currency fluctuations have 


been foremost in Japanese 
portfolio managers’ thoughts. 
Mr Ejji Arima, manager of for- 
eign exchange at Nippon Life 
Insurance, has been "watching 
the currency situation closely" 
in the UK, but was also cau- 
tious about the prospects for 
the UK economy. 

Japanese investors have 
been severely bruised by cur- 
rency fluctuations In the past, 
and funds were repatriated 
during the currency crisis In 
Europe. Mr Shinpei Kawate, 
investment strategist at Yas- 
uda Trust and Banking, said 
that Japanese managers will 
have to "exercise great discre- 
tion” and not only in the UK, 
but in all of Europe. 

The souring of sentiment 
comes after a surge of interest 
in UK securities last year, 
when net purchases totalled 
J14.5bn, up from tl-95bn in 
1990. Net purchases of UK 


Net assets of Japanese 
stock I n ve s tmen t trusts 
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Net assets of Japanese 
bond Investment trusts 
(Ybn) 
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securities, mostly bonds, 
accounted for 19.9 per cent of 
all Japanese purchases, behind 
only the US, which accounted 
for 2L3 per cent, according to 
Japan’s ministry of finance. 

But it is the home market 
that has most concerned Japa- 
nese fund managers. Daiwa 
Investment Trust and Manage- 
ment set an unwelcome prece- 


dent this year with its New 
Stage stock investment trust 
fund, which was the first fund 
to receive finance ministry 
approval for an extension. 

New Stage prospered during 
the late 1980s, as stock prices 
rose sharply. Having reached a 
high of 38,915.87 in December 
1989, the Nikkei market aver- 
age has been in decline, leav- 


ing the New Stage below par 
value. As a result Daiwa was 
allowed to extend the life of 
the fond for three years. 

The net asset value of equity 
and bond investment trusts fell 
9.8 per cent last year, with the 
net assets of stock funds down 
from Y35.G77.2bn at the end of 
1990 to Y28^62.4bn a year later. 
Net asset value has continued 
to decline and, at the end of 
August, was Y23£19.1bn. 

The pressure cm equity fond 
managers was reflected in the 
rush of redemptions in 1991, 
which rose 2.4 times on a year 
earlier, with pre-maturity 
redemptions the vast majority. 
The value of new stock funds 
launched last year was down 
43 per cent to Y8,640bn, the 
lowest level in six years. 

Bond investment trusts have 
done better, as their net assets 
rose from Y10.92l.7bn at end 
1990 to Y12.911.4 in 1991, and 


YlS,208.lbn at the end of 
August The names are slightly 
deceptive, as stocks accounted 
for 47.9 per cent of "stock 
investment trusts” in August, 
with the remainder in bonds 
and cash accounts. 

The weakness of stock prices 
has clearly been a reason for 
individual investors* reluc- 
tance to commit their money 
to investment trusts. But the 


Investors have been 
severely bruised by 
currency fluctuations 

close ties between investment 
trust companies and Japanese 
brokers may be another rea- 
son, as the securities indus- 
tries scandals last year gave 
Investors the impression that 
brokers unfairly favour their 
corporate clients, some of 


whom had received compensa- 
tion for investment losses. 

The image problems of Japa- 
nese fond managers and the 
need for better Investment 
yields could provide opportuni- 
ties for foreign fond managers, 
who are gradually gaining 
access to foods through the lib- 
eralisation of the Japanese 
financial system. Foreign com- 
panies have been given access 
to investment trusts and pen- 
sion funds, but the amount of 
funds under foreign manage- 
ment remains small. 

Mr Takao Uratanl, senior 
fund manager for National 
Mutual Funds Management 
Japan, the Australian-based 
group, said the stock scandals 
prompted investors to think 
more about the "western style” 
of fund management. His 
group has appointed an invest- 
ment adviser to two recently 
launched Asia-Pacific funds, 
the Yamaichi Asia Fund of 
Yamaichi Investment Trust 
Management and another fund 
marketed by Sanyo Securities, 
the second-tier Japanese bro- 
ker. 

Robert Thomson 


RESULTS ARE IMPORTANT. 


HERE’S ONE GOOD WAY OF FACING ECONOMIC UNCERTAINTY. 


ours are Excellent. 


NOW CAN WE TALK ABOUT 
S O VI E T II 1 N G E I. S T. ? 





T*S CALLED THE MATIF 


To assess the true quality of a pension fond manager it is necessary to look beyond 
performance : to the people and processes behind If. 

In Gartmore’s case, our consistently good track record is the direct result of an 
equally consistent investment philosophy. 

We look for above average growth prospects over years rather than months, in 
the belief that this is the way to add value in both asset allocation and stock selection. 

We research markets and stocks - not to mention potential Gartmore 
fund managers - extremely carefully. We also encourage a high pension ru«os 
degree of Involvement in decision making at all levels, whilst still retaining the strategic 
influence of our most experienced senior managers. 

It is a consistent, disciplined approach which has seen our median fund achieve 
upper quartile performance in every five year rolling period since 1980*. 

For further information, or a copy of our Pension Fund Management brochure, 
please call Helen Marsden on 071-782 2000. 


Interest ano exchange rate swings, the highs and lows or stock 
AND COMMODITY PRICE5 - SO MANY IMPONDERABLES MARK THE BEAT OF 
ECONOMIC LIFE AND MAKE THE WORLD OF BUSINESS PRECARIOUS 
These risks, however, are now manageable, the many possibilities 

OFFERED SINCE 1986 BY A STRONG. LIQUID AND TRANSPARENT MARKET 
HAVE TAKEN THE RISK OUT OF RISK MANAGEMENT. THIS IS THE WORK OF 
ONE OF THE WORLD'S LEADING FUTURES MARKETS - THE MATIF. THE 
MATIF, WHICH TRADED OVER 37 MILLION FUTURE5 AND OPTIONS 
CONTRACTS IN 1991. THE MATIF. WHICH RECORDED THE FASTEST 
GROWTH OF ALL FUTURES MARKETS, PROVIDING UNBEATABLE SECURITY 
AND LIQUIDITY. THE MATIF, WHICH THE NOTIONAL, THE WORLD'S 
SECOND LONG-TERM INTEREST-RATE CONTRACT. THE 3-MONTH P1BOR, 
RIDING HIGH ON AN EXCEPTIONAL GROWTH RATE IN 1991 (+58%), THE 

ECU Bond futures, number one ECU -denominated interest-rate 

CONTRACT AS THE ADVENT OF THE SINGLE EUROPEAN CURRENCY DRAWS 
NEAR, AND THE CAC 40 CONTRACT. INDISPENSABLE IN TIMES OF MARKET 
RISKS. PROVIDES A PANOPLY OF HEDGING TOOLS. A BROAD FOREIGN 
MEMBERSHIP AND AN IMPORTANT NON-RE5IDENT TRADING ACTIVITY OF 
30 TO 50% CONFIRM MAT1FS INTERNATIONAL VOCATION AND DIMENSION. 
Participating actively in GLOBEX®. the international electronic 
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THE CHALLENGES 

Today, only an 
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i OF THE FUTURE 
INVETERATE RISK- 
SACK ON MATIF. 
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EUROPE 


Hint of disillusion 


THE cause of European 
integration may have suffered 
a severe setback with political 
doubts over Maastricht and the 
ignominious departure of the 
pound and lira from the 
exchange rate mechanism 
(ERM). But with just a few 
weeks to go before the official 
starting gun is fired, most of 
the building blocks flex' a single 
European market in financial 
services are in place. 

The regulatory changes have 
altered the outlook for fund 
managers across the EC, 
though it would be a mistake 
to exaggerate Brussels's 
achievement While the essen- 
tial measures in Lord Cock- 
field’s White Paper had been 
approved by the end of June 
compromises and delays in 

implementation mean full lib- 
eralisation will be frustrated 
until the next century. 

Two important bits of legisla- 
tion giving banks and stock- 
brokers free access to the EC, 
for example, will not be in 
place until early 1996, though 
at one stage it looked touch 
and go whether effective 
investment services and capi- 
tal adequacy directives would 
ever be adopted. The recent re- 
introduction of exchange con- 
trols by Spain and Ireland in 
the cause of defending their 
currency parities was an awk- 
ward re mind er that the long, 
hard battle to remove controls 
on capital movements has not 
been completely secured. 

Cultural and market reali- 
ties, moreover, suggest that 
national attitudes will persist. 
But most of all there is just a 
hint of Euro-disillusion in the 
air - detectable in this 
month's decision by the French 
Bank Societe Generate to sell 
its UK investment manage- 
ment subsidiary Touche Rem- 
nant to Henderson Administra- 
tion and rumours that Credit 
Commercial de France is seek- 
ing a buyer for Framlington. 

For UK fund managers, of 
course. September’s break- 
down of the ERM and the con- 
sequent check to the ambitions 
of monetary union enthusiasts 
may prompt a fundamental re- 
think. Many had bought the 
argument that funds should 
look at the European Commu- 
nity as their true home market 
- given the EC’s apparent 
framework for a single cur- 


rency - and adjust portfolio 
weightings accordingly. 
Though there will have been 
an obvious bonus on Black 
Wednesday for the many fund 
managers overweight in conti- 
nental equities, asset alloca- 
tion models in the new world 
of the floating pound will 
surely come under review. 

In the same way that it was 
foolish to believe that currency 
risk had been eliminated by 
the ERM straitjacket, it would 
be a mistake to think that the 
process of European conver- 
gence has gone into reverse. 


The regulatory changes 
have altered the outlook 
for EC fund managers 


Recent figures demonstrate 
that the correlation in perfor- 
mance of the eight leading EC 
stock markets has in every 
case increased over the past 10 
years. The declining influence 
of the US in the trade patterns 
of the UK and the Netherlands 
- and the proportionately 
greater volume of intra-Euro- 
pean transactions - also sug- 
gest that convergence contin- 
ues to accelerate. 

Hopes, meanwhile, that 
Europe's pension fund Industry 
would quickly move towards 
Integration have had to be 
scaled back. Pension funds rep- 
resent more than EcuTDObn in 
the EC, of which 86 per cent 
are in the UK and the Nether- 
lands. Switzerland is another 
mouth-watering prospect with 
an estimated £100bu of funds 
under management and a sys- 
tem recognisable to the 
Anglo-Saxon eye. Efforts by 
the sales arms of the big Lon- 
don-based investment manage- 
ment Arms to prise away from 
local control even a small pro- 
portion of this wealth have 
generally proved disappoint- 
ing. "The major Dutch pension 
funds are no doubt getting sick 
of us lmnciriTig - on their doors,” 
observes the director of one 
substantial UK-based group. 

The different structure of 
pension provision across the 
EC, of course, remains a hur- 
dle. Only in the UK and in the 
Netherlands, for example, are 
pensions provided for and man- 
aged in separately pooled pen- 
sion hinds. The French and the 


ftaMgns are among those who 
operate a pay-as-you-go system, 
whereby the present genera- 
tion of workers essentially 
pays for its predecessors. In 
Germany there is some use of 
tax exempt special funds but 
generally pensions are paid out 
of a company’s own assets 
(provided for in the balance 
sheet under a special reserve). 

An intriguing question for 
the 1990s is whether the big 
international groups will be 
able to headway in the 
more difficult markets. Flem- 
ing Investment Management is 
“looking hard” at what is 
required to produce the right 
structure for a pensions busi- 
ness in France. “We reckon 
that for legal reasons it will 
probably have to involve an 
insurance dimension, though 
we are stfll thinking about just 
what sort of relationship will 
be required between the fund 
manager and the Insurer,” says 
Mr Patrick Gifford, director 
and head of marketing. 

In practice it is hard to see 
the EC’s draft pension fund 
directive having more than a 
psychological effect The draft 
stipulates that member states 
will not be allowed to require 
pension funds to invest in par- 
ticular categories of assets, or 
to localise their assets in par- 
ticular member states. Member 
states will not be allowed to 
restrict the freedom of pension 
funds to choose an investment 
manager or asset custodian 
established in another member 
state. In practice, though, this 
is unlikely to alter present 
practice; in most countries 
funds would have to increase 
the exposure of most asset 
classes before they were up 

a gainefr national limits 

The proposed directive, 
moreover, foils to liberalise the 
cross-border membership of 
pension funds. This may hap- 
pen in time, but negotiations 
on minimum vesting and fund- 
ing requirements, employee 
representation and tax har- 
monisation were thought likely 

to be tOO and Hmp- mn- 

suming. It is significant, 
tho u g h, that some multination- 
als (notably IBM) have moved 
to centralise the investment 
management of their various 
European pension f unds . 


THE benefits of derivative 
products are being aggres- 
sively marketed to interna- 
tional fond managers by hanks 
and futures and options 
exchanges keen to comer a 
potentially vast, and -still 
largely untapped, market. 

There is a growing interest 
in the applications of deriva- 
tives for hedging exposure 
(protecting one position by tak- 
ing the opposite position in a 
derivatives market) and for 
asset allocation (shifting expo- 
sure from one market to 
another, without changing 
cash holdings). 

A fixture obliges the holder 
to buy or sell at a set price at a 
future date, while an option 
gives the holder the right, but 
not the obligation, to buy or 
sell Futures are of particular 
use in asset allocation, while 
options can be used for stock 
selection. 

Not surprisingly, given the 

growth of index-tracking and 
the increasing emphasis on 
asset-allocation, the largest sin- 
gle growth area has been index 
products. 

Volume in the FT-SE 100 
future, traded on the Loudon 
International Financial 
Futures & Options Exchange 
(Lifle) has exceeded 2bu con- 
tracts so for this year, up 67 
per cent on the same period 
last year, while FT-SE options 
volume has increased 46 per 
cent 

Many fund managers are still 
resistant to over-the-counter 
products offered by banks, 
partly because of the credit 
implications, and also because 


European fund managers lag behind the US in the use of derivatives 


Market is still untapped 


they fear such products will 
lack liquidity. In addition, 
some of the exotic options 
developed by banks are consid- 
ered too complex. 

“The banks are often too for 
ahead of their customers," one 
investment banker admitted. 

But European fond manag- 
ers stfll lag behind their US 
counterparts in the use of 
derivatives. 

For example, the equity 
swaps market, which has now 
gained a foothold in the US, 
has yet to catch on in Europe, 
in spite of bring widely mar- 
keted by banks. 

Possibly, pertain aspects of 
the concept hold particular 
appeal for US fond managers. 
An equity swap allows fond 
managers to invest in a foreign 
market without assuming cur- 
rency risk, which is often sepa- 
rated from other investment 
decisions. 

Further, the ability to trans- 
fer expertise in one class of 
asset to another is often seen 
as a positive factor by US 
investment managers. 

But the most important dif- 
ference is that US investors are 
now geared to inricrraHnn, and 
the equity swap, which simu- 
lates the performance of a 
stock index, is most attractive 
to fund managers whose target 
is to outperform an Index. 


Use of futures and options by UK pension fund 
management groups 

There has been a significant Increase in fund managers* use ril futures and 
options, ftv* out of 10 of the pension fund managers itavev'rf.ntnr use 
futures Kid options in more then a quarter of ttnir pension funds. 


under 25% of portion funds 


26% -50% 


51% - 75% 


^ §§£ 
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In an equity swap, one 
counterparty receives a stream 
of payments which replicate 
the return of a direct invest- 
ment in an equity tnHei, and 
in PTPhnnga mafcps a s t ffiaw of 

payments to the other counter- 
party based on. usually, the 
London interbank offered rate. 

In France, the spread of 
equity derivatives may have 
received something of a set- 
back. French institutional 
investors have in recent years 
been active buyers of bonds 
with embedded put and call 
options. 

The use of bonds with 
embedded options allows some 
investors to circumvent regula- 
tions on derivatives. But some 
of the index-linked bonds were 
priced expensively and have 
performed poorly. 


In the UK, the spread of 
derivatives has readied a new 
stage, as the early barriers, in 
particular resistance from 
trustees, have largely been sur- 
mounted. The clarification of 
fund managers’ tax position in 
the 1990 budget proved a turn- 
ing point, and, more recently, 
guidelines on performance 
measurement have boosted 
confidence in fond managers’ 
ability to manage derivative 
positions. 

Although there have been 
some negative experiences, the 
availability of liquid futures 
and options contracts during 
recent periods of extreme mar- 
ket volatility has won some 
hearts. The availability of such 
products “has made Ilf e a lot 
easier for fund managers," said 
Mr Tony Whaliey, investment 


director at Scottish Widows 
Fund and Life Assurance. 
“When fund managers felt the 
(stock) market had gone too for 
(down), they were able to buy 
futures, rather than having to 
worry about stock selection," 
he said. 

Liquidity - has become 
increasingly concentrated in 
the exchange-traded futures 
and options markets, and has 
become a crucial incentive for 
using exchange-traded prod- 
ucts. 

"Futures enable you to do 
what you would have done 
anyway more cost effectively 
and more quickly, without dis- 
turbing the underlying portfo- 
lio,” according to Mr Tim Bree- 
don, associate director, 
investments, at Legal & Gen- 
eral, the UK insurance com- 


pany. 

The UK is expected to be the 
largest growth, area for deriva- 
tive products within Europe. 
Partly, this is because the use 
of derivative products based cm 
fixed-interest bonds is already 
qnite well established. The 
more recent expansion of the 
equity derivatives market will 
have the greatest impact on 
fond managers, because of 
their concentration on stock 
rather than bond markets. 


Tracy Corrigan 


Richard Waters on the challenges facing the global custody business 


Technology breaches the barriers 


Tim Dickson 


THESE days, intermediaries in 
the securities markets are so 
busy encroaching on each oth- 
er's turf that it is not easy to 
see where global custodians 
start and where they stop. 
Fund managers, brokers, set- 
tlement houses, custodians: 
technology is breaking down 
the barriers between afl these 
intermediaries so fast that the 
shifting profile of the industry 
is sometimes difficult to pin 
down. 

The latest of these develop- 
ments is taking fund managers 
increasingly into areas which 
until now have been the pre- 
serve of custodians. Last year, 
after a rearguard action by a 






number of large US banks, 
fond managers were admitted 
to Swift, the International 
financial communication sys- 
tem. In theory, that gives them 
access to the same messaging 
system used for interbank pay- 
ment and other instructions, 
allo win g frhpm to bypass h»wk» 
should they so wish. 

The second advance has 
been the move by a number of 
big fund managers, prompted 
by Fidelity, to sponsor the 
development of a number of 
competing electronic trade con- 
firmation systems. These will 
allow fund managers to con- 
firm details of bargains they 
have entered electronically, 
rather than waiting for slower 
fax or telex messages. 

By the 1993, three confirma- 
tion systems will have been 
launched, all of them aimed at 
the European market. The 
fund managers who have pro- 
moted the development of 
these systems hope their speci- 
fications will be used as the 
basis for similar products in 
the US and Japan, making it 
possible (once bridges between 
the systems have been created) 
to confirm trades in all princi- 
pal markets around the world. 

The creation of such elec- 
tronic services - and the 


arimffisifin of food manag ers to 
cnmTnuniOfltirm networks SUCh 
as Swift - point to a move by 
large fund management groups 
to take greater control of the 
process that follows the com- 
pletion of a securities trade. 
The desire to reduce costs and 
risks has motivated such devel- 
opments. Membership of inter- 
national settlement houses 
such as Eurodear and Cede] 
could be the next step, as fund 
managers cat out even more of 
the work done by the middle- 
men. 

These developments have 
come against a background of 
price-cutting by custodians. 
Like other activities in the 
securities industry, success 
depends on volume: faced with 
the high fixed costs of building 
and maintaining the necessary 
technology, it is the custodians 
winch can posh through the 
largest volumes of transactions 
that will do best Most have 
built proprietary systems for 
their custody clients, and now 
face the added problem of 
amortising the costs of these 
systems foster as the clients 
demand more flexible systems 
that allow them to communi- 
cate with a number of different 
custodians. 

Despite these pressures. 


there are still plenty of oppor- 
tunities for making a profit out 
of the custody business. These 
come either from the extension 
of the basic custody service 
into new markets - the emerg- 
ing equity markets, for 
instance, or derivatives - or 
from the kinds of extra ser- 
vices custodians can sell on the 
back of custody. 

The emerging markets have 
become one of the biggest 
h eadach es for the back-office 
staff of fund management 
firms. The cost of dealing in 
these markets, and the risks 
incurred in foiled trades, are 
difficult to control. Not surpris- 
ingly, the charges Hiarfp by cus- 
todian s are higher for this type 
of business. “Margins are 
hi gher the further away from 
mature markets that you get,” 
says Mr Julian Gibbs of Bar- 
clays Bank. 

Despite the higher costs, it is 
difficult to find custodians will- 
ing to take (Hi the settlement 
risks in emerging markets. 
When offering “contractual set- 
tlement”, under which inves- 
tors are guaranteed settlement 
on the due date, custodians 
also retain the right of 
recourse against the investor if 
trades fafl- 

Derivative markets provide a 


different opportunity. Many 
financial institutions around 
the world are still trying to 
come to grips with the difficul- 
ties of valuing their derivatives 
portfolios and finding ways of 
measuring and manag in g the 
risks they entail. Those banks 
which have been longest in the 
derivatives business and which 
also act as global cnatndians 
are well positioned to offer 
help in these areas to invest- 
ment managers. 

Meanwhile, custodians con- 
tinue to make money out of 
services which have tradition- 
ally sat alongside custody: 
stock lending, foreign 
exchange and cash manage- 
ment 

The first of these services 
has come under scrutiny in the 
UK in recent months in the 
wake of the stripping of assets 
from the Maxwell pension 
fonds under the guise of stock 
tending. Under review now is 
whether fluid managers should 
themselves be able to control 
the movement of stock, or 
whether this should rest with 
separate entities. Any such 
development would partially 
reverse the process which has 
seen fluid managers encroach- 
ing more on the custodians' 
territory. 


Barry Riley discusses benchmarks and measurement 


Plethora of indices at hand 
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established in 1987 to invest directly in 
commerced opportunities in China 
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TRADITIONALLY most - if 
not all - fund managers have 
performed better than the 
average, and have been more 
than happy to provide figures 
to prove it. But the age of 
statistical sleight-of-hand may 
be passing, with the advent of 
more rigorous measurement 
techniques and the fo muring 
tendency for clients to set very 
specific performance 

benchmarks. 

Investment authorities 
around the world have recently 
been attempting to clean up 
performance measurement 
standards. In the US, for 
instance, the Association for 
Investment Management 
Research has established 
so-called Performance 
Presentation Standards, which 
will become effective at the 
beginning of 1993. And in the 
UK a voluntary Pension Fund 
Investment Performance Code 
has been introduced by the 
National Association of 
Pension Funds and other trade 
bodies, effective from the 
middle of this year. 

A plethora of indices is 
available to provide the 
benchmarks against which 
portfolio performance can be 
measured, but just two series 
of equity stock indices 
dominate the picture for global 
equities. 

The older series, tbe Capital 
International indices sponsored 
by the New York Investment 
bank Morgan Stanley, is 
especially well-eotrenched 
among American funds and 
consultants. A more recent and 
easily available rival is 
part-sponsored by the 
Financial Times, the 
FT-Actuaries World Index 
series which appears daily in 
the FT. It Is also backed by 
another US investment bank, 
Goldman Sachs, and by the 
UK's County NatWest. 

These global indices are 
constructed on a building 


block basis, so that individual 
country indices - there are 24 
in the FT-Actuaries series - 
are combined to create various 
regional, continental and 
global benchmarks. Common 
principles include capit- 
alisation weighting, so that the 
indices track actual portfolio 
behaviour, and some regard to 
the availability of individual 
stocks to international invest- 
tors, who in some countries 
face restrictions on what they 
can buy. 

There are also national and 
international bond indices, 
notably the Salomon Bros 


assets cannot be compared 
with any single index. Also, 
sponsors often want to know 
how much risk their fluid 
managers are taking. “The 
peer group approach allows a 
measurement of risk around 
the index,’’ he says. 

But specialist funds invested 
in one particular asset class 
are more suitable for 
measurement against an 
index-related benchmark. 

There have, however, been 
problems in the past with 
indices applying to less 
efficient stock markets subject 
to distortions. 


Investment authorities have been attempting 
to dean up performance measurement standards 


World Government Bond 
Index. Other leading broking 
houses produce their own 
Indices - such as tbe series of 
Global Benchmark Bond 
Indices produced by Union 
Rank of Switzerland. 

Even in the esoteric world of 
bond indices, however, there 
are controversies. Salomon has 
upset some bond managers by 
thin month including Italy in 
its world index, because some 
doubt whether Italian debt can 
any longer be regarded as of 
high quality. 

The use of equity indices can 
be controversial, too. Some 
prefer a quite different 
approach to the benchmark 
problem, which Is to compare a 
fluid’s performance with that 
Of competitors with a similar 
investment objective. This is 
very common with British 
pension funds, for instance, 
which are routinely measured 
against the average or median 
fond. 

Mr Dugald Eadie, chairman 
of the Edinburgh-based World 
Markets Company, perform- 
ance measurement specialists, 
explains that balanced fluids 
investing in different types of 


Japan Is the best example, 
where principal sectors such as 
finan c ials (and until recently 
the telephone company NTT) 
have been difficult or 
impossible for international 
fonds to invest in. 

During a particular year the 
foreign managers have 
therefore tended either all to 
underperform or outperform 
an Index such as TOPDC The 
peer group approach can 
therefore be more satisfactory. 

Bat there can be conceptual 
problems when benchmarks 
are tailored too specifically to 
the requirements of fund 
managers. 

Mr John Clamp, chief 
executive of another UK-based 
performance measurement 
company. Combined Actuarial 
Performance Services (Caps), 
points out that British pension 
funds tend to be dissatisfied 
with a straightforward World 
ex UK benchmark for inter- 
national equity portfolios. “For 
certain foods the view is being 
taken that the spread of the 
world index on a market 
capitalisation basis is 
incorrect," he says. 

This is because British 


pension funds usually ‘have a 
lot more invested in 
Continental Europe than, say, 
in Japan, although capit- 
. isation weights would suggest 
the reverse. 

Therefore a customised peer 
group benchmark is calculated 
by Caps, using individual 
country indices weighted by 
the geographical split of the 
average pension fund 

Timeliness, however, .can 
also be a factor in the choice of 
benchmark, according to' Mr 
Eadie. 

“Index benchmarks are 
available very quickly, within 
two days of the end of the 
quarter,” he says. "Peer group 
averages may take many 
weeks." 

In the UK pension fund 
industry, according to Mr John 
Clamp, there is -in practice 
roughly a 5050 split between 
index-related and peer group 
benchmarks. 

Meanwhile, more and more 
indices are being created, and 
increasingly sophisticated 
bench ma rks are being devised. 
In the US there are large cap, 
mid cap and small cap i nflfapfi 
and. managers are also 
categorised according to 
growth, value and many other . 
styles. 

Consultants are designing 
benchmarks on a mix-and- 
match basis, and they «*n be 
individually tailored for a 
whole range of specialist 
managers mandated by a 
pension plan. Such 

capitalisation-segmenting 
indices have now appeared in 
the UK with the publication of 
new FT-SE indices such as tits 
Mid 250. ., 

The question, however, is 
whether complex ben chmarks 
based on a variety of sources 
will actually help clients, or 
whether the trustees and other 
sponsors will end up being 
bamboozled: “it’s a very real 
danger," admits Mr Clamp. 
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